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Q.

INTRODUCTION

PLEASE STATE YOUR FULL NAME, ADDRESS, AND OCCUPATION.

A. My name is Frank W. Radigan. I am a principal in the Hudson River Energy Group,

a consulting firm providing services in electric, gas, steam, and water utility industry

matters, and specializing in the fields of rates, planning, depreciation, and utility

economics. My office address is 235 Lark Street, Albany, New York 12210.

DID YOU PREVIOUSLY FILE TESTIMONY IN THIS MATTER?Q.

A. Yes, I provided Direct Testimony in this case on October 2, 2020 regarding revenue

requirement issues and on October 9, 2020 on rate design matters.

WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY?Q.

A. This testimony addresses several issues:

1. I will provide an update to RUCO's revenue requirement to reflect the

2.

a.

b.

c.
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updated cost of capital and return on equity testimony provided by RUCO

witness John Cassidy, a revised Schedule A to fix a math error and an

update of RUCO's revenue requirement for an adjustment to compensation

for executive officers.

I also respond to issues raised in the rebuttal testimony of the Company and

the revenue allocation and rate design issues raised by other interveners in

their direct testimony:

the proposed new adjustor mechanism and coal community transition

costs raised by APS in its rebuttal testimony the Advanced Energy

Mechanism ("AEM") and Coal Community Transition ("CCT"),

the positions of APS and interveners in this case related to the base

rate revenue requirement and,

the testimony of interveners and APS regarding rate design issues.

-1-



Surrebuttal Testimony of Frank W. Radigan

Arizona Public Service Company

Docket No. E-01345A-190236

While I may not address every detail related to APS' or interveners'

recommendations, it should not be construed that I agree with positions in the

rebuttal testimony unless specifically stated herein.

REVENUE REQUIREMENT

UPDATED REVENUE REQUIREMENT SCHEDULES

Q. PLEASE DISCUSS RUCO'S UPDATED

SCHEDULES.

A. Exhibit FWR-32 contains RUCO Schedules A, B and C, which provide an update

to RUCO's recommended revenue requirement. This exhibit reflects the updated

cost of capital and return on equity recommendations of RUCO witness John

Cassidy. The exhibit also reflects a correctionf for a math euro in my original

Schedule A and reflects RUCO's recommended allowance for executive

compensation which was requested in Commissioner Bob Burns September 1,

2020 letter to this Docket. APS responded to Commissioner Burns' request for

information in a letter to Docket Control in this proceeding dated October 9, 2020.

In that letter, APS indicated that it had 22 executives at vice president and above

who earned on average $1,117,321 in 2019 for a total of $24.6 million (Id). The

letter also indicates that the Chairman of the Chief Executive Office and President

of APS earned a base salary that total $1 .3 million (ld). This results in a total base

salary to executive officers of $25.9 million.
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Company witness Jeffrey Guldner addressed the subject of executive

compensation in his November 6, 2020 rebuttal testimony. In that testimony, Mr.

Guldner stated that in order to attract and retain highly qualified executives, the

Company must offer compensation and benefits that are competitive with other

regulated and non-regulated companies (Guldner at 10). He also stated that to

ensure that its compensation is market-based and appropriate, APS relies upon an
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independent compensation consulting firm to annually review and evaluate

executive compensation (Id). Mr. Guldner concludes that he is confident that APS's

compensation philosophy is prudent and that our executive team compensation is

reasonable and appropriate (Id).

DO YOU AGREE WITH MR. GULDNER?Q.

IA. have no reason to not accept what Mr. Guldner says as accurate, which is that

the compensation paid to executive officers might be considered to be

reasonable and appropriate. The Pinnacle West 2020 proxy statement indicates

that that Pinnacle West's core principles in setting salaries is to structure its

compensation program to provide compensation necessary to attract, engage

and retain an experienced management team who have the skill sets to succeed

in its complex operating environment and can provide consistently strong

operating and financial results (Exhibit FWR-33 at page 56).

Pinnacle West pays its executives to both perform well, both operationally and

financially. In theory, ratepayers who receive service from a well operated

company, providing affordable, efficient and reliable electricity service, derived

from prudent decision making, should pay their fair share of compensation.

Whether APS has, in fact, met these criteria is a separate issue. There are

serious questions regarding customer service adequacy, resource planning,

and proposed dates for the retirement of existing generation assets.
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Shareholders benefit from executives whose work results in good financial

performance compared to their peer companies and shareholders should be

willing to pay market-based rates for that service. The question here is how to

properly allocate the cost for that talent between ratepayer and shareholder.
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I

Based on my review of past ACC decisions, when there is an expense item that

benefits shareholder and ratepayers, and no study showing a precise and

proper allocation, the ACC has generally ruled in favor of a 50/50 allocation

between ratepayer and shareholder. I provisionally propose that outcome here.

recommend that the ACC jurisdiction allocation of the 2019 base salaries be

reduced by 50% which results in a reduction in operation and maintenance

expense of $12.2 million.

The new RUCO schedules that reflect Mr. Cassidy's and my recommendation

result in a revenue decrease of $50.0 32.944 million or (1.50°/0), which should be

allocated equally amongst rate classes

COMPANY REBUTTAL AND INTERVENOR TESTIMONY ON RATE DESIGN

Proposed New Adjustor Mechanism

Q. PLEASE DISCUSS THE PROPOSALS BY APS FOR A NEW ADJUSTOR

MECHANISM TO RECOVER COSTS OF ITS CLEAN ENERGY COMMITMENT

AND ITS PROPOSED COAL COMMUNITY TRANSITION FUNDING.

A.

("
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Company witness Jeffrey Guldner introduces the concept of the Advanced Energy

Mechanism AEM"). Mr. Guldner states that the AEM would be used to recover

the costs associated with the significant clean energy investments the Company

will be making to meet its Clean Energy Commitment (Guldner at 6). Mr. Guldner

further explains that APS is also committed to pursuing securitization for retiring

assets which could be used to help lessen customer rate pressures (ld). Mr.

Guldner also explains that while APS is committed to its pursuit of a clean energy

future, without this mechanism or something equivalent, progress in this transition

will be slowed, creating a significant burden on the Commission, the Company and

interveners due to the frequency of rate cases required to recover investments
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(Guldner at 7). Mr. Guldner allegess that to meet APS' clean energy commitments

without contemporaneous recovery provided by the AEM will pressure the credit

quality of the Company and, consequently, its credit ratings (ld).

I find it very

Mr. Guldner concludes with the thought that the Company's credit quality is critical

to raising capital at low cost for the benefit of our customers (ld).

unusual that a large utility such as APS would make a major clean energy

commitment which would require early retirement of major generation assets and

the acquisition of renewable generation without first considering the financial

impacts on the Company. APS has failed to update the rate case to include its

proposal and the means to fund it. In short, APS promised something either not

knowing whether it could be funded, or it did know and waited until Rebuttal

testimony to insert its unsupported request into the record.

The second new proposal in Mr. Guldner's testimony is the Coal Community

Transition ("CCT"). He explains that the Clean Energy Commitment made by APS

and the APS pledge to end coal-fired generation by 2031, (seven years earlier

than had previously been announced), will have a negative economic impact on

those communities whose economies are dependent upon those plants and mines

(Guldner at 9). He cites no studies or economic analyses which support this

premise and calculate the negative economic impacts. He may be relying on claims

by other interveners, but if so, fails to make that clear. Nor does he explain how

APS evaluated these claims.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

Mr. Guldner states APS has come to an "agreement" to assist transition in the

Navajo nation communities for a total of $128.75 million in funding (Id). He fails to

identify the parties to or the full terms of this agreement. The funding for this
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undertaking would include $23.75 million from shareholders and over $100 million

from ratepayers, over a duration of ten years (ld). Mr. Guldner also explains that

APS would like to assist the Hopi Tribe and the neighboring communities around

the Cholla coal plant in Navajo County (ld). He fails to identify how APS identified

these neighboring communities. APS proposes to give $15.7 million to these

affected communities. $1 .45 million would be contributed by shareholders and the

remainder would be paid by ratepayers (ld). He also states that APS has also

committed to funding for electrification efforts, transmission development and

regional economic development efforts (ld).

Mr. Guldner fails to explain what criteria were used to identify the entities who would

receive ratepayer largess, nor does he explain how he arrives at the sums he

proposes. If APS desires to enter into a settlement among parties to this case,

which would not require funding by ratepayers, RUCO would have less concerns.

Shareholders may certainly enter into agreements which they believe will create

goodwill for the Company, but APS should not burnish its corporate reputation at

ratepayer expense.

APS acknowledges that parties other than APS may make financial commitments

to support the CCT. It is for this reason that a decision regarding the CCT proposal

should be deferred until a comprehensive review of options is assessed in another

generic docket. Ms. Lockwood states that: "APS will support the Nation and other

coalitions in seeking other funding (emphasis supplied) for assistance with

community transition. APS also commits that it will support and encourage other
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Four Corners participants to make similar Commitments of support. It should be

clear that the commitments made in this testimony are on behalf of APS only."
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(Lockwood page 20). The language "encourage and support" is manifestly vague and

unenforceable. Encouragement and support are not specific business actions.

Q. DO YOU BELIEVE A NEW ADJUSTOR MECHANISM IS APPROPRIATE AT

THIS TIME?

A. Absolutely not. As noted in my direct testimony, the Clean Energy Commitment

was announced almost three months after the filing of the rate case and the rate

case was never updated to reflect that. The AEM and CCT have just been brought

up at the rebuttal stage and no intervenor has had the ability to investigate or

analyze their appropriateness. APS provided no analysis justifying the funding it

recommends, nor how the apportionment of costs between ratepayers and

shareholders was derived. With respect to the AEM, APS seemingly seeks a blank

check to do whatever programs and investments it undertakes, under the banner

of clean energy and have ratepayers pay for it without any meaningful

determinations regarding prudency, efficiency, cost-effectiveness and the

achievement of quantifiable goals. The CCT is in essence, a pledge by APS, without

any input from the Commission or ratepayers, to give away approximately $125

million of ratepayer money for amorphous "benefits" to non-ratepayers, and which

are wholly unrelated to cost of services to customers.

APS has every right to offer these for consideration but adjudication of them

requires thoughtful care and analysis which cannot be done at this late stage in the

proceeding. As such, they should be rejected in this rate case. APS is certainly

welcome to find another venue to make these requests. Mr. Fuentes recommends

in his testimony that the Commission adopt a provision in a recently issued

Recommended Opinion and Order in the TEP rate case that issues relating to the
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27 impacts of the closure of fossil fuel generation be addressed in a generic docket.
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These venues include a new docket, its next rate case or the ongoing proceeding

which is considering APS April 27, 2018 application for a Selective Catalytic

Reduction ("SCR") adjustment to recover the cost ofAPS installation of $500 million

in Selective Catalytic Reduction equipment at the Four Corners power plant. I note

that this last option may be preferable as the Sierra Club's direct testimony in this

case David Schlissel requests much analysis be done on Four Corners and its costs

(Schlissel at 4).

Four Corners SCRs

Q. PLEASE DISCUSS THE WHETHER THE FOUR CORNERS SCR RATE BASE

AND INCOME STATEMENT DEFERRALS SHOULD BE REFLECTED IN THIS

RATE APPLICATION.

A. The Four Corners SCRs have some background so let me first start with

summarizing the main facts to date. As part of the Settlement Agreement approved

in Decision No. 76295, the Company was authorized to defer for later recovery the

costs related to the SCR equipment and OMP.

On April 27, 2018, APS filed with the Commission an application for approval of a

Selective Catalytic Reduction ("SCR") Adjustment as permitted in Decision No.

76295. The purpose of the SCR adjustment was to permit recovery of the annual

revenue requirement for its share of the costs related to the installation of the SCRs

on the Four Corners Power Plant ("Four Comers") Units 4 and 5.

On November 17, 2018 an opinion and order was issued by Administrative Law

Judge ("ALJ") Belinda A. Martin regarding the proposed SCR adjustment which
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recommended its approval but the Commission has yet to rule upon that

recommended opinion and order.
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In this proceeding, through the testimony of APS President Jeffrey Guldner stated

that APS recommends that ALJ Martin's Recommended and Opinion and Order be

preserved and the SCR project to stay on its own separate path (Guldner Direct at

5). Mr. Guldner also stated that should the Commission elect to rule on these two

items simultaneously, the impact to customers would be $73 million (Id).

On January 22, 2020 APS issued a press release announcing its newly adopted

Clean Energy Commitment which is centered around a goal to deliver 100 percent

clean, carbon-free electricity to customers by 2050 (See Exhibit FWR-3). The goal

includes a nearer-term 2030 target of achieving a resource mix that is 65 percent

clean energy, with 45 percent of our portfolio coming from renewable energy. APS

will end all coal-fired generation by 2031, seven years sooner than previously

projected (ld).

In response to APS' announcement, Commissioner Burns wrote a letter to this

Docket and noted that with the early closure of Four Corners there will be stranded

costs from the plant that will need to be recovered (Exhibit FWR-5). Commissioner

Burns requested that APS develop and submit a comprehensive analysis of the

rate impacts, of the early retirement, for the Commission's consideration in this rate

case. Included in this analysis, Commissioner Burn's specifically asked for the utility

to examine the issue of "securitization" as a means to minimize rate impacts (Id).
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In my Direct testimony I stated that the APS Clean Energy Commitment and its

resultant stranded costs warrant careful examination of the rate impacts. (Radigan

direct at 16). Without the benefit of that analysis, I stated it would be premature for

RUCO to endorse the utility's request to include the costs of the SCRs in base rates
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at this time and the Commission should eliminate the SCRs from the revenue

requirement in this proceeding at this time (Id).

On November 6, 2020 APS wrote a letter to Docket Control in this proceeding and

stated that it had performed the analysis requested by Commissioner Burns and

that the analysis demonstrates that securitization can reduce customer's cost. APS

caveated this analysis by also stating that securitization worked best when coupled

with an efficient method to recycle capital expenditures by investing in clean energy

and a recovery mechanism such as an Advanced Energy Mechanisms which it did

not define.

Q. DID APS SUPPORT YOUR RECOMMENDED TREATMENT OF THE FOUR

CORNERS SCRS?

A. No. Company witness Blankenship cites the terms of the Settlement Agreement

adopted in Decision 76295 and ALJ Martin's Recommended and Opinion and Order

which approved the SCR Adjustment for the cost recovery of the SCRs

(Blankenship Rebuttal at 16). Also, she notes that the investment in the Four

Corners SCRs was previously supported by RUCO as prudent, is indisputably used

and useful, and will continue to benefit customers (Id). Ms. Blankenship also points

to the rebuttal testimony of APS witness Barbara Lockwood about the prudency of

the Four Corners SCRs.
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Ms. Lockwood states that Four Corners is, and will continue to be, an essential part

of APS's generation fleet for the needed capacity and reliability (Lockwood Rebuttal

at 14). With respect to securitization she states the Company is committed to

pursuing the idea as it could prove to be a very useful tool to recover the remaining

book value of fossil generating units as the Company, customers and the
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Commission move to a cleaner energy future for Arizona (Id). At this time, she

states that the Four Corners asset is used and undoubtedly useful and should be

recovered through rates (Id).

WHAT IS RUCO'S REPLY TO THE COMPANY'S REBUTTAL?Q.

A. RUCO is more convinced than ever that this proceeding is not the venue to address

any aspect of the Four Corners SCR as there are too many important aspects to it

that have not been adequately addressed in the review of the proposed SCR

Adjustment. First was the Clean Energy Commitment that was initially introduced

almost three months after the Company filed its rate case, this alone raises the

question of the prudence of the Company's decision to invest almost $500 million

into the plant less than two year before the Clean Energy Commitment was

announced. Second, the Company now wants to have the Commission approve a

Coal Community Transition Plan for expenditures of $145 million dollars which

includes $24 million dollars from shareholders, leaving a balance of $120 million, to

be supplied by ratepayers. The plan would provide funds to communities affected

by an APS decision to abandon coal early. The Company made this decision

without consulting the Commission or other affected stakeholders. Third, the

Company admits that securitization is the least costly way to address these issues

but does not make a firm commitment to do so. At the same time, it insists that the

Four Corners SCRs be included in rates so it can profit from it. Fourth, the Sierra

Club Direct testimony in this proceeding is stating that its analysis found that APS

would enjoy substantial savings if it were to retire Four Corners Units 4 and 5 as

quickly as possible instead of in 2031 (See Sierra Club Witness Comings at 28).

Fifth, at the rebuttal stage of the proceeding APS now proposes to recover

investments related to the Clean Energy Commitment through a new Advanced
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27 Energy Mechanism, the AEM, whereby APS is proposing to recover investments
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related to the Clean Energy Commitment. Sixth, on September 8, 2020 APS filed a

prospectus with the Security Exchange Commission for a $400 million of long-term

debt to fund existing then future "Green Energy Expenditures." APS defines the

eligible "Green Energy Expenditures" as renewables, energy storage, energy

efficiency, climate change adaptation, and clean transportation. Items fix and six

above, are essentially asking for a blank check for pre-approval of any production

related investment the utility wishes to make and profit from under the banner of

clean energy. I have included the bond offering prospectus as Exhibit FWR-34).

I would also like to note for the record that APS has been very active in the bond

market since the end of the test year. Since the end of the APS test year, the twelve

months ending June 30, 2019, APS has made five filings of prospectuses for bond

offering that total $1 .7 approximately billion with a weighted average interest rate of

3.05%. This compares to the Company's long term debt at the end of the test year

of $4.7 billion at a weighted average cost of debt of 4.1% (Exhibit JAC-1). I am

advised by RUCO witness Cassidy that the Value Line forecast of Pinnacle West's

(the parent of APS) has a long term (2023-2025) debt equity ratio of 54%/46% as

compared to the test year debt/equity ratio of 45%/55% (Id). Both of these projected

changes could significantly lower APS's costs and assist in tackling the issues

which result from the Clean Energy Commitment. Based on the projected cost of

debt and capital structure if a forecast capital structure was used, RUCO calculates

that rates could be reduced by a further $43.5 million per year. If the utility could

fully take advantage of the current long-term interest rates and reduce its long term

debt rate by 1°/0, the savings to ratepayers would be a further $59 million. Together

these efforts could reduce rates by $102 million or approximately 3% and should

be considered in the potential new docket recommended above.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

_12_



Surrebuttal Testimony of Frank W. Radigan

Arizona Public Service Company

Docket No. E-01345A-190236

RUCO believes any one the issues listed above would require a separate

proceeding to thoroughly investigate outside of the remaining time left in this rate

case given that none of them were filed with the original rate application. Together,

however, the topics are so large and so intertwined they demand a separate

proceeding to properly analyze and obtain input from affected stakeholders. This is

especially true for securitization as the utility is on the record may take some time.

RUCO believes the best and fastest way for the securitization issue to be fruitful is

for APS to wait until the conclusion of that proceeding before it collects any money

on its investment in the Four Corners SCRs.

Cash Incentive

Q. PLEASE DISCUSS THE ISSUE OF THE CASH INCENTIVE THAT APS PAYS

ITS EMPLOYEES.

A
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In my Direct testimony I made an adjustment to eliminate $25592 million of the

ACC jurisdictional $32789 million of cash incentives that APS paid its employees

as bonus in the test year. The basis for my adjustment to the bonus amount paid is

that the bonuses are largely tied to improving APS's financial performance rather

than customer service and the Commission precedent is that when an expense

benefits both shareholder and ratepayers the shareholders should pay their

appropriate share of the expense (Radigan direct at 17-20). Company witness

Blakenship objects to this adjustment arguing that the cash incentive is a valid cost

available to employees for their participation in meeting goals that align the success

of the business with the interests of APS customers (Blankenship Rebuttal at 18).

Ms. Blakenship further notes that no intervenor in the docket has alleged, let alone

provided any evidence, that APS's overall employee compensation is by some

standard "excessive" or "unreasonable (ld). Finally, Ms. Blankenship notes that

giving cash incentives to employees to meet financial targets and goals directly
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benefit customers through reduced rates as costs are effectively reduced

(Blankenship Rebuttal at 18).

Ms. Blakenship makes some good points that the cash incentive is not an

unreasonable amount and is a valid cost. Those points are not in question. That

said, there are many ways that the Company can meet and improve its financial

targets and not all of them result in long term cost cutting measures, there is no

assurance that the award levels will be repeated in future years. It is without

question that both shareholders and ratepayers stand to benefit from die

achievement of performance goals. RUCO's adjustment removes the portion of the

incentive compensation expense that is directly tied to the benefit of shareholders

and allocates it to shareholders. The portion where both shareholders and

ratepayers can benefit should be allocated equally between shareholders and

ratepayers and that is what my adjustment does. This methodical approach

provides an appropriate balance between the benefits attained by both

shareholders and ratepayers and my adjustment should be adopted.

PLEASE DISCUSS THE ISSUE OF INDUSTRY ASSOCIATION DUES.
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industry Association Dues

Q.

A. In my Direct testimony I recommend reducing operation and maintenance

expenses related to membership dies related to industry trade association be

reduced by $1.8 million to reflect the duality of benefits between ratepayer and

shareholders from the Company's participation in them (Radigan direct at 21-22).

In my Direct testimony I gave several examples of how both shareholders and

ratepayers benefit from membership in these organizations and cited Commission

decisions where a sharing of costs between ratepayers and shareholders was

upheld (Id). In Rebuttal Company witness Leland Snook objects to the adjustment
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on the grounds that APS already excludes the portion of EEl dues related to

legislative or regulatory advocacy and the remaining dues should be fully

recoverable as a prudent expense to be a member of valuable electric industry

trade organizations (Snook rebuttal at 9).

Mr. Snook is correct that there are prudent expenses and APS has already removed

the portion of expense that relates directly to the legislative and regulatory advocacy

of membership in EEl and I did not seek to include those costs in my adjustment in

any way. In fact, my adjustment was based on the amount that APS sought

recovery of in this rate case after the portion of the direct expense for legislative

and advocacy activities were removed (See Exhibit FWR-18). It is this net portion

that should be shared proportionately between ratepayers and shareholders and

my adjustments, consistent with past Commission decisions on the issue, does that

and it should be adopted.

PLEASE DISCUSS THE ISSUE OF POST TEST YEAR PLANT.

Post Test Yar Plant Additions

Q .

A. In my Direct testimony I proposed reducing the Company's proposed amount of

post test- year plant additions from the requested amount of $773.3 million down to

$608 million (Radigan direct at 6-10). This adjustment reflects the fact that not all

forecast post test-year e p additions were actually completed on time but also

reflects my removal of projects whose total costs were less than $5 million as these

projects were so small compared to the Company's overall construction budget

which nears almost $1 billion that excluding them from rate base would not impair

the utility's financial health (ld).
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Company witness Jacob Tetlow disagrees with any adjustment and argues that

projects under $5 million are still important and necessary to the efficient and safe

operations of the utility and, when prudently invested, should be included in rate

base (Tetlow rebuttal at 7). Mr. Tetlow then proceeds to give several examples of

projects completed after the end of the test year that while low cost, provide

valuable safety and reliability benefits (Tetlow rebuttal at 7-9).

As I noted in my direct testimony and Mr. Tetlow discusses in his Rebuttal

testimony, Docket No. AU-000A-19-080 is a generic docket opened to discuss

PTYP policy. lt is important to note that the PTYP Docket is examining six questions

on what criteria should be considered on whether to include PTYP in rates. These

criteria are

(1)

(2)

(3)

(4)

(5)

(6)

allowance in only special or unusual situations,

is the magnitude of the PTYP investment relative to the utility's total

investment such that not including the PTYP in the cost of service would

jeopardize the utility's financial health,

the cost of the PTYP is significant and substantial

the investments are not being made to generate or support system growth

or new customers,

the plant additions are prudent and reflects appropriate and timely decision-

making, and,

the investments can be verified as to whether they are/will be in service by

the date of the hearing in the docket.
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In this case, the Company Has certainly met criteria (4)-(6). For example, I do not

take issue with Mr. Tetlow's examples of low cost but important construction
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projects that have already been completed. I am sure he could produce even more

examples if requested. As to criteria (1) there is nothing special or unusual about

the projects being included in PTYP. Thus, we are left with criteria (2) and (3) and

both of these relate to the financial size of the PTYP plant relatively to the utility in

question. Here, my adjustment to exclude small projects, less than $5 million,

excludes $130 million of the $773 million originally proposed. APS's rate base at

the end of the test year was $8.5 billion. Thus, $0.130 billion out $8.5 billion

represents an increase in rate base of 1.5%. This relatively small amount of money

cannot be considered significant when compared to the utility's total investment nor

has there been any showing by the utility that excluding this amount from rate base

would jeopardize its financial health. Absent such a showing I believe RUCO's

adjustment strikes the proper balance of providing the utility with an adequate

amount of PTYP plant to maintain its financial health.

Property Taxes

Q. PLEASE DISCUSS THE ISSUE OF PROPERTY TAXES ON POST TEST YEAR

PLANT ADDRESSED BY COMPANY WITNESS BLANKENSHIP.

A. In my Direct testimony I recommended eliminating the Company's proposed

inclusion of $11.1 million of property taxes associated with post test year plant

additions (Radigan direct at 17). I made this adjustment because there is a lag
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between when utility plant is placed in service and the plant appears on the tax

assessor's tax rolls and the utility has to pay property tax on that property. This is

completely understandable and logical because the plant must be placed into

service then reported to the tax assessor who then calculates a tax rate for an

upcoming period (generally the next fiscal or calendar year) and bills the utility at

the assessed rate based on that historic plant balance. In the last APS rate case

APS acknowledged that the lag time between when utility plant is placed in service
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and the time the utility is obligated to pay property tax on that property is two years

(Id and Exhibit FWR-12).

In Rebuttal, Company witness Elizabeth Blakenship objects to this adjustment on

the grounds that at some point in the future the Company will have to pay property

taxes on the property and therefore the taxes are a known and measurable amount

and should be included in rates (See Blankenship rebuttal at 11). Ms. Blakenship

further argues that by including the anticipated expense in rates it allows the utility

recovery for the period between when new rates go into effect and the next rate

case (Id). Finally. Ms. Blakenship states that if the property tax disallowance is

accepted APS's cash working capital allowance, and hence its rate base, would

need to be increased accordingly (Blankenship rebuttal at 11-12). Ms. Blakenship

cites three Commission decisions in which property taxes were included as part of

the revenue requirement to support her position (Decision Nos. 71448, 73183 and

76295).

Ms. Blankenship's arguments are unpersuasive for several reasons. First, she

does not dispute the fact that there is a lag between when utility property is placed

in service and when the utility is obligated to pay property tax expense on it.

Second, she does not dispute that the lag period is two years. Third, the three

Commission decisions she uses to support her position that property taxes on post

test year plant should be included in rates were all decisions that approved
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settlements and settlements have no precedential value. Fourth, one must

remember that the issue is property taxes associated with post test year plant and

that has a defined period in this case and that is twelve months after the end of the

test year (the twelve months ended June 30, 2019). As Staff witness Ralph Smith

testified, inclusion of PTYP gives rate recognition and commences cost recovery
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for non-growth-related plants that have been placed into service subsequent to the

end of the test year but within a defined period that is subject to verification in the

utility's rate case (Smith direct at 19). As the property tax expense will not be

incurred in that defined period, there is no reason to include it in rates.

Depreciation

Q. PLEASE DISCUSS THE ISSUE OF AVERAGE SERVICE LIFE FOR

DISTRIBUTION PLANT.

A Company witness Dr. Ronald White disagrees with my recommended changes to

his proposed average service lives for distribution accounts as he claims that my

analysis was limited to the visual curve fitting (See White rebuttal at 3). Dr. White

goes on to explain that visual curve fitting is an application of descriptive statistics

used to summarize and describe data through numerical calculations, graphs or

tables and it is not an actuarial method of life analysis (Id).

Dr. White is simply incorrect that I only did a visual curve fitting and did not do

actuarial analysis. As I stated repeatedly in my testimony for each account, I

reviewed both the results of the mathematical curve fitting and then graphed that
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analysis against the observed life table to determine the best fitting Iowa curve. For

example, Account 369 - Services where Dr. White recommends a 55-year average

service life with a L1 Iowa curve as the best survivor curve to describe how the

property will survive. In my testimony, I noted the following "the mathematically

curve fitting shows that the best fitting curves have average service lives of 75-85

years. When I potted various curves to the data, I chose a R0.5 curve with a 65-

year average service life. Admittedly, my curve is still below most of the observed

life table, but I believe it's a necessary and positive step to start moving the used
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average service life closer to the indicated average service Iife.I recommend my

curve and service life be used (See Exhibit FWR-28)." (Radigan Direct at page 39).

Exhibit FWR-28, like all my exhibits for depreciation, contains the three items, 1) a

graph of the observed life table, my recommended average service life and the

Company's recommended average service life, 2) the data for the observed life

table developed from the Company's accounting records, and 3) the results of the

mathematical curve fitting process for first second and third degree polynomial

curves which came from the Company's workpapers and are a result of an actuarial

analysis. Dr. White's rebuttal testimony in this regard should be given no weight.

DOES DR. WHITE HAVE ANY OTHER COMMENTS ON YOUR TESTIMONY?Q.

A. Yes, Dr. White also criticizes the actual calculations of the depreciation expense

from the recommended depreciation parameters as he generally describes my

calculations as "flawed" (\Nhite rebuttal at 6-7). Dr. White gives no indication of the

monetary value of the flaws.
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Upon review of his rebuttal I believe most of the differences between Dr. White and

I are judgment and not substance. For example, Dr. White states I changed the net

salvage rate for 10 distribution accounts and set the historic net salvage rate and

the future net salvage rates as the same which is incorrect (\Nhite rebuttal at 8). It

is not incorrect, I just happen to believe that the net salvage rate for an account

should be set as one value rather than two. On a similar vein, Dr. White criticized

my calculation of the Four Corners because I removed the value of the Four

Corners SCRs but did not rebalance reserves as he would have done and he states

this impacts the calculated accrual rate (White rebuttal at 7-8). Again, this is a

matter of judgment as Dr. White always recommends a rebalancing of reserves
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between accounts when he does a depreciation study (Exhibit REW-2DR at 15). I

do so only when it is necessary. I see no reason to change anything in my testimony

at this time.

Q.

RATE DESIGN

PLEASE DISCUSS THE RATE DESIGN ISSUES RAISED BY APS AND OTHER

PARTIES.

A RUCO responds to several important rate design issues proposed by APS and

interveners. These issues include the allocation of the revenue requirement,

proposed changes to shorten the on-peak period, a proposed change to the

definition of the summer period from the current six month period (May-October) to

a four month period (June to September), elimination of the R-XS rate, elimination

of super off-peak rates, and the elimination of time differentiated rates for the

demand rate classes. I will discuss each of these issues in turn.

Q . PLEASE DISCUSS YOUR CONCERNS WITH THE ALLOCATION OF THE

REVENUE REQUIREMENT.
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Both Staff and Freeport Minerals propose revenue allocations which would allocate

the residential rate class a larger than average increase in rates (Freeport Minerals)

or less than average decrease in rates (Staff) when compared to the average

change in rates. Both parties cite the results of the embedded cost of service study

to support their position. RUCO supports neither party and continues to believe a

revenue allocation that treats all customer classes equally is the best result for this

proceeding. RUCO has two reasons for its position. First, the numerous and

dramatic rate changes made in APS's last rate proceeding produced a great deal

of confusion, undue rate impacts and anger amongst customers. Second , RUCO's

rate change, -1 .5%, is small so a reallocation of revenues would not have a
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meaningful impact on the relative rates of return of rate classes. Together, RUCO

believes that this case should concentrate on resolving the major rate design issues

that arose from the last case and address interclass subsidies for APS's next rate

proceeding. Second, the numerous and dramatic rate changes made in APS's last

rate proceeding produced a great deal of confusion, undue rate impacts and anger

amongst customers.

Q . PLEASE DISCUSS THE ISSUE OF SHORTENING THE ON-PEAK PERIOD AND

THE DEFINITION OF THE SUMMER SEASON.

A.

Monday through Friday from 2 p.m. to 7 p.m. (See Lucas at 57-65).

Staff witness Dismukes proposes to shorten the peak period pricing window from

the current five-hour window of Monday through Friday from 3 p.m. through 8 p.m.

to Monday through Friday from 4 p.m. to 7 p.m. (See Dismukes at 47-49). Similarly,

Solar Energy witness Kevin Lucas proposes to change the on-peak period to

Also,

Southwest Energy Efficiency Projects witness Brendan Baatz proposes to shorten

the current 5 hour on-peak period to 3 hours (six-month See Baatz at 13-26).

Finally, Solar Energy Witness Lucas proposes to shorten the summer period from

the current six-month period to a four-month period.

Q . DO YOU AGREE WITH THESE PROPOSALS TO SHORTEN ON-PEAK

PERIODS AND SHORTEN THE SUMMER PERIOD?
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No. The current five on-peak period comprises 30 hours of each week out of the

week's 168 hours (24 hours times 7 days a week). Thus, the peak period is 18%

of the entire hours in a week. Peak period rates are higher than off-peak rates by

a significant margin in order to encourage energy conservation. Depending on the
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service class, peak period revenues range between 33%-60°/o 1 of total revenues

for the summer period, under the current rate structure. Staffs proposal for a three-

hour peak period shortens the peak period from 30 hours to 15 hours per week.

Shortening the on-peak period by 50% would result in very large bill impacts if the

current peak period revenues were to still be collected in the new peak period. If

peak period rates are not changed, a shorter time period would result in less

revenue being collected on-peak and a recalibration of off-peak rates would be

required to collect the resultant revenue shortfall. This in turn would cause off-peak

rates to increase which again may result in undue rate impacts. Also, making the

rate differential smaller, (the difference between the on-peak and off-peak rate),

reduces conservation signals, and is contrary to the goal of encouraging customer

owned technologies.

Shortening the summer period from six months to four months will also likely

increase customer bills, since the rates for the summer period are higher than the

winter rates and the Company collects between 62%-65% of total annual revenues

in this period. Reduction of the time period to collect these revenues by 33% would

likely result in an increase on customer bills.

None of the witnesses proposing a change in peak period definitions have

presented any bill impact analysis that would result from their proposals. These

types of bill impacts are some of the reasons why the effects of APS' last rate case

were so controversial and difficult to understand. Until such an analysis is

performed, the proposals should be rejected.
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1 Under current rates peak period revenues expressed as a percentage of total revenues for the summer
period are 33%, 45% and 60% for the Residential TOU-E, R-2 and R-3 subclasses respectively.
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PLEASE DISCUSS THE ISSUE OF THE RESIDENTIAL R-XS CLASS.Q.

A. APS currently has two flat energy rate Residential rate schedules, R-XS for

customers with average monthly usage less than 600 kwh, and R-Basic for

customers with average monthly usage between 600 kwh and 1000 kwh. Staff

witness Dismukes proposes to combine these two rate schedules into a single new

R-Basic rate (Dismukes at 42). This new R-Basic rate will consist of a single

customer charge and a tiered volumetric energy rate, the first block tier for the first

600 kwh of use during a month (ld). In this manner, the new R-Basic rate will mirror

the existing structure of R-XS and R-Basic in a single rate schedule (ld). Mr.

Dismukes basis for this change is his belief that the separation of these two rate

schedules can cause potential confusion for 3.23% residential customers seeking

service from APS (ld).

The Residential XS class has 262,514 customers, is the second largest Residential

rate class and represents 24% of all Residential customers (APS Schedule H-2).

Mr. Dismukes fails to recognize that while R-XS class is for customers who are

expected to use less than 600 kwh per month, they could use more energy in a

month and would still pay the same lower volumetric rate. This class is designed

for the small customers who have an average usage of 449 kwh in the summer

and 365 kwh in the winter (See APS Schedule H-5 for R-XS). However, 26% of

the bills in the summer are for usage above 600 kwh per month and 15% of the

bills in the winter are for usage above 600 kwh per month. On average, 20% of all

bills in this service class are for usage above 600 kwh per month.
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The current energy rate for the R-Basic service class is approximately 6% higher

than the energy rate for the R-XS class. Thus, if Mr. Dismukes proposal is adopted,

the usage for an existing R-XS customer would be billed at this higher volumetric
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rate, resulting in an increase in the customer's bill. I don't believe it is wise to give

a 6% increase to 20% of the bills for this service class simply because Mr.

Dismukes' asserts, without evidence, that such customers might be confused. The

proposal should be rejected.

Q. PLEASE DISCUSS THE ISSUES OF ELIMINATION OF SUPER OFF-PEAK

ENERGY RATES, SEASONAL DEMAND RATES AND TIME DIFFERENTIATED

ENERGY RATES FOR THE DEMAND RATE CLASSES.

A Staff witness Dismukes proposes to discontinue all seasonal-differentiated demand

charges, as well as all time-differentiated volumetric rates (i.e. time-of-use energy

rates) on APS'sdemand rate plans, R-2 and R-3 (Dismukes at 39 and 43-46). He

states that having a rate design that has both on-peak charges and demand

charges is redundant and APS's current demand rates are already overly complex

and will likely benefit from a more simplified rate structure. He also recommends

rejection of APS proposed super off-peak winter volumetric rate and wants to

discontinue the super off-peak winter volumetric rate within APS's TOU-E rate class

(Dismukes at 39 and 45-46). His reasoning for advocating these proposals is to

increase the simplicity of its three-part tariff to make it easier for customers to

understand.
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Mr. Dismukes presents no proposed rates with his proposals and therefore it is

impossible to determine the impacts on customers bills. This inability to calculate

bill impacts is especially troubling for his recommendations for the demand rate

classes because if one of the seasonal demand rates is eliminated one needs to

know which would be eliminated and how. One option might be to lower the

summer demand rate and increase the winter demand rate. This would reduce bills

in the summer, and hobble energy conservation and increase bills in the winter. lt
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is unclear if he proposes to raise the winter demand rate up to the summer demand

rate. The latter option would certainly result in large and adverse bill impacts in the

winter bills because the summer demand rate for the R-3 class is 42% higher than

the winter demand rate. While he states that a rate design that has both on-peak

charges and demand charges is redundant he gives no indication whether he wants

to eliminate the demand charge or the energy charge. Without detailed clarification

of his views his proposals are unworkable and should be rejected.

Q. ARE THERE ANY OTHER RATE DESIGN ISSUES RUCO WISHES TO

COMMENT ON?

A AARP witness Mr. Scott Rubin makes two recommendations that are of particular

interest to RUCO. RUCO wishes to make clear that it strongly supports his

recommendation for APS, or a third party funded by APS, to undertake a rigorous

consumer education program designed to accurately inform customers about rate

options, including how to choose an appropriate rate schedule (Rubin at 37).

RUCO also endorses Mr. Rubin's recommendation that APS, or a third party funded

by APS, should review its customer service materials, including training, scripts,

customer portal, billing algorithms, and customer-facing websites to ensure they

are providing easy to understand and accurate information about different rate

options (ld). As many parties have pointed out in this proceeding, the current

Residential rate offerings are complex and confusing. Any steps that can be taken

to assist customers in understanding them would benefit all involved.

CONCLUSION

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?Q.
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26 A. Yes, it does.
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ARIZONA PUBLIC SERVICE COMPANY
COMPUTATION OF INCREASE IN GROSS REVENUE REQUIREMENTS

ACC JURISDICTION
ADJUSTED TEST YEAR ENDED JUNE 30, 2019

(Thousands of Dollars)

Electric
RCND Fair Value

Line

No.
Une
No. Description Original Cost

$$

$$ $

$ 15,136,256 to)

670,580 (b)

4.43%

546,924

3.61%

(123,656)

1.3288 (c)

(164,314)

8,261,698 (a)

670,580 (b)

8.12°/o

546.924

6.62% .

(123,656)

1.3288 (c)

(164,314) M

$

11,698.977

670,580 (b)

5.73%

546,924

4.67% .

(123,656)

1.3288 (0)

(164,314) n

(774)

(165,088)

1.

2.

3.

4.

5.

5

7.

8.

g.

10.

11.

1.

2.

3.

4.

5.

6.

7.

8.

g.

10.

11.

Rate Base

Operating Income

Current Rate or Return

Required Operating Income

Required Rate or Return on OCRB

Operating Income Deficiency on OCRB

Gross Revenue Conversion Factor

Increase in Base Revenue Requirements Based on OCRB

After Tax Return on Fair Value Increment

Requested Increase in Base Revenue Requirements

Required Rate or Return with Fair Value Increment

Projected
Revenue Increase
Due to Base Rates

Bill Impact

% Increase
Base Rate
% Increase

Adjustor
Transfers3

(5000)

Present
Rates 1, 2

($000J

Total
Rate

Change

4.70%

5.44%

5 .79%

3 .4 8 %

3.48%

5.03%

Customer Classification

Residential

General Service

irrigation and Water Pumping

Outdoor Lighting

DusktoDawn

Total

s

$

s

$

s

$

1 ,740,264

1 ,47e,a58

32,188

20,814

9,067

3,279,191

$

$

$

$

$

$

$

$

$

$

$

$

55,268

57,816

1 ,374

407

177

115,042

s <81 ,a27)

$ (80,355)

$ (1,865)

$ (725)

$ (315)

(165,08B)

(26.559)

(22,539)

(491)

(318)

(138)

(50,046)

153% 12.

1.53% 13.

1 .53% 14.

1.53% 15.

.1 ,5 3 % 1 6 .

1 .5 3 % 1 7 .

18.

12.

13.

14.

15.

16.

17.

18.

Notes:

TheRate of Return for OCRB. RCND and Fair Value does not reflect the need for a return on the diilerence between Fair Value Rate Base and Original Cost Rate Base but

is simply a mathematical derivation based upon the original cost rate of return.

n
Does no! include the lair value increment reflected on Line 9.

B§9§n.§9NeQl4§§;
N/A(a)  B1

(b) C1, page 2 of 2
( c )  C3

( d )  H1

NOTE: There may be variances in displayed values due to rounding.
Schedule A1

Page 1 of 1



ARIZONA PUBLIC SERVICE COMPANY
SUMMARY OF ORIGINAL COST RATE BASE ELEMENTS

TOTAL COMPANY AND ACC JURISDICTION
TEST YEAR ENDED JUNE 30, 2019

(Thousands of Dollars)

Original Cost
ACCTotal Company

Descri son
Line

No.

Line

No.

Adjusted
Test Year Ended

6/30/2019 (a)

(C)

Adjusted
Test Year Ended

6/30/2019 (a)

(F)

Unadjusted
Test Year Ended

6/30/2019 (a)

<A>

Pro Forma (a)

(B)

Unadjusted
Test Year Ended

6/30/2019 (a)

(D)

Pro Forma (a)

(E)

$ $$$
$

1 .
2.

3.

1.
2.

3.

$ 17,522,166
6,323,177

11,198,989

20,668,805
7,267,041

13,401 ,764

20,762,589
7,804,973

12,957,816

$ 17,605,611
6,848,881

10,755,730

93,784
537,932

(444,148)

88,445
526,704

(443,259)

Gross utility plant in service
Less: Accumulated depreciation & amortization

Net utility plant in service

(29,521 )(29,598)

(b)

4.
5.
6.
7.
8.
g.
10.
11.
12.
13.
14.

4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.

1 ,873,940
196,585
145,118
81 ,423

280,177
741 ,379
10,827

196,800
35,241
99,615

1 ,897,502

1 ,903,462
196,585
145,118
81 ,423

280,177
741 ,379
10,827

196,800
35,241
99,615

1 ,988,207

1,908,074
197,749
174,411
81,423

305,207
744,955
11 ,807

197,443
42,313

111 ,553
2,008,573

1 ,878,476
197,749
174,411
81 ,423

305,207
744,955
11 ,807

197,443
42,313

111 ,553
1 ,917,868

Deductions:
Deferred income taxes
Deferred investment tax credits
Customer advances (b)
Customer deposits
Liabilities for pension benefits
Liability for asset retirements (b)
Other deferred credits
Coal mine reclamation (b)
Unrecognized tax benefits (b)
Operating lease liabilities (b)
Regulatory liabilities

15. Total deductions 15.5,558,6075,783,508 5,663,205 5,678,833

(90,705)(120,303) (90,705)

(120,226)

93,620 92,17616.
17.
18.
19.
20.
21.
22.

16.
17.
18.
19.
20.
21.
22.

1 ,283,538
38,202

950,448
241 ,558
52,611

174,320
384,155

1 ,377,158
38,202

950,448
241 ,558
52,611

174,320
373,669

1 ,197,115
32,909

945,886
240,398

48,297
155,663
361 ,755

1 ,289,291
32,909

945,886
240,398
48,297

155,663
352,129

Additions:
Regulatory assets
Other deferred debits
Nuclear Decommissioning trust (b)
Other special use funds (b)
Assets for other postretirement benefits (b)
Operating lease rightofuse assets (b)
Allowance for working capital (c)

23.23. Total additions

24.24. Total rate base $$ $ $

3,207,966

10,502,377

3,124,832

10,743,088

2,982,024

$ 8,502,181

(9,626)

82,550

(240,483)

(10,486)

83,134

(240,711)

3,064,574

s 8,261,698 (d)

Recap Schedules:
(d) A1

Supnortino Schedules:
(a) B2
(b) E1
(C) B5

NOTE: There may be variances in displayed values due to rounding.
Schedule B1

Page 1 of 2



ARIZONA PUBLIC SERVICE COMPANY
SUMMARY OF ORIGINAL COST RATE BASE ELEMENTS

TOTAL COMPANY AND ACC JURISDICTION
TEST YEAR ENDED JUNE 30. 2019

(Thousands of Dollars)

RCND
ACCTotal Company

LineLine

No. Descri son No.Pro Forma a

(E)

Adjusted
Test Year Ended

6/30/209 a

(C)

Unadjusted
Test Year Ended
6/30/2019 (a) (d)

(A)

Adjusted
Test Year Ended

6/30/209 a

(F)

Unadjusted
Test Year Ended
6/30/2019 (a) (d)

(D)

Pro Forma a

(B)

$ $ $$
$

$
$

1.

2,

3.

1.

2.

3.

s 33.681 ,872
13,290,446

20,391 ,426

33,598,427
12,763,742

20,834,685

39,632,048
14,668,992

24,963,056

39,725,832
15,206,924

24,518,908

Gross utility plant in service
Less: Accumulated depreciation & amortization

Net utility plant in service

93,784
537,932

(444,148)

83,445
526,704

(443,259)

$ $(29,598) (29,521 )

(b)

4.

5.
e.
7.

8.
9.
10.

11.

12.

13.

14.

4.

5.
6.
7.

8.
g.
10.

11.

12.

13.

14.

3,570,350
196,585
145,1 18

81 ,423
280,177
741 ,379
10,827

196,800
35,241
99,615

2,962,230

3,578,996
197,749
174,411

B1 ,423
305,207
744,955
11 ,807

197,443
42,313

111 ,553
2,993,502 $

3,608,594
197,749
174,411
81 ,423

305,207
744,955

11 ,807
197,443

42,313
111 ,553

3,084,207

3,599,871
196,585
145,118
81 ,423

280,177
741 ,379

10,827
196,800
35,241
99,615

3,052,935$

Deductions:
Deferred income taxes
Deferred investment lax credits
Customer advances (b)
Customer deposits
Liabilities for pension benefits
Liability for asset retirements (b)
Other deferred credits
Coal mine reclamation (b)
Unrecognized tax benefits (b)
Operating lease liabilities (b)
Regulatory liabilities

15.15. Total deductions 8,319,7448,559,662 8,439,359 8,439,970

(90,705)(120,303) (90,705)

(t 20,226)

$93.620$ 92,17616.

17.

18.

19.

20.
21.
22.

16.

17.

18.

19.

20.

21.
22.

1 ,197.115
32,909

945,886
240,398
48,297

155,663
361 ,755 $$

1 ,377,158
38,202

950,448
241 ,558

52.611
174,320
373,669

1289,291
32,909

945,886
240,398

48,297
155,663
352,129

1283,538
38,202

950,448
241 ,558

52,611
174,320
384,155

Additions:
Regulatory assets
Other deferred debits
Nuclear Decommissioning trust (b)
Other special use funds (b)
Assets for other postretirement benefits (b)
Operating lease rightofuse assets (b)
Allowance for working capital (c)

23. 23.Totaladditions

(10,486)

83,134 3,207,966 2,982,024

(9,626)

82,5503,124,832

24.Total rate base24. 19,528,226 15,376,739 $$$ (240,711) (d) $ 19,287,515 (d) s

3,064,574

(240,483) (d) s 15,136,256 (d) (e)

Recap Schedules:
(e) A1

Sunoortina Schedules:
(a ) B3
(b) E1
(c) B5
(d) B4a

NOTE: There may be variances in displayed values due to rounding.
Schedule B1

Page 2 of 2



ARIZONA PUBLIC SERVICE COMPANY
ORIGINAL COST RATE BASE PRO FORMA ADJUSTMENTS

TEST YEAR ENDED JUNE 30, 2019
(Thousands of Dollars)

(3)(2)(1)

Nuclear Generation
PostTest Year Plant Additions

Fossil Generation
PostTest Year Plant Additions

Description
Line

No. Total Co.

(E)

ACC

(F)

Total Co.

(C)

(a)
ACC

(B)

ACC

(D)

Actual at End of
Test Year 6/30/2019

(a)
Total Co.

(A)

1. $ 43,814$ $ 158,142158,904$ $ $Gross Utility Plant in Service

2. 200,720

44,025

36,557

20,668,805

7,267,041 201,688

17,522,166

6,323,177 36,382Less: Accumulated Depreciation & Amort.

3 7,4327,468

4.

Net Utility Plant in Service

Less: Total Deductions

13,401 ,764

5,783,508

(42,578)

9,591

(42,784)

9,637

11,198,989

5,678,833 (623) (620)

Total Additions5. 3,124,832

6. Total Rate Base 8,091$$ $

2,982,024

8,502.181s10,743,088 37,625$$ (52,421 ) (32,762)

PRO FORMA WITNESS:

Demand Demand

LOCKWOOD
1 . Jurisdictional
2. Assigned to Production
(DEMPROD1 )

LOCKWOOD
1 . Jurisdictional
2. Assigned to Production
(DEMPROD1 )

PRO FORMA FUNCTIONALIZATION
or ALLOCATION FACTOR:

[WITNESS: SNOOK]

(1) Test Year Total Deductions and Total Additions are shown on Schedule B1, page 1.

(2) Adjustment to Test Year rate base to include postTest Year Plant Additions for Fossil Generation with an estimated
in service date prior to 6/30/2020.

(3) Adjustment to Test Year rate base to include postTest Year Plant Additions for Nuclear Generation with an estimated
in service date prior to 6/30/2020.

Recap Schedules :
(b) B1

Suooortino Schedules
(a) B1

NOTE: There may be variances in displyed values due to rounding,
Schedule B2

Page 1 of 7



ARIZONA PUBLIC SERVICE COMPANY
ORIGINAL COST RATE BASE PRO FORMA ADJUSTMENTS

TEST YEAR ENDED JUNE 30, 2019
(Thousands of Dollars)

(5)(4) (6)

Renewables
PostTest Year Plant Additions

Technology Innovation
PostTest Year Plant Additions

Distribution and IT/Facilities
PostTest Year Plant Additions

Line
No. Description Total Co.

(G)

ACC

(J)

ACC

(H)

Total Co.

(K)

ACC

(L)

Total Co.

(I)

1. $$$ 17,048360,286 14,187 17,048348,268 $14,187$$Gross Utility Plant in Service

2. 276,835 33,09433,094287,026Less:Accumulated Depreciation & Amos.

3 71 ,432 14,18714,18773,260 (16,046)

4334.

Net Utility Plant in Service

Less:Total Deductions 4334,315 4,180 2,183

(16,046)

2,183

6355. 635Total Additions

Total Rate Base6. s $68,945$ $ 24,66913,754 $ $172,449 (11,215)(17,594)

PRO FORMA WITNESS: LOCKWOOD
1. ACC Specific
2. Functionalized on Distribution

LOCKWOOD
1. ACC Specific
2. Renewables functionalized on Demand
Production (Retail DEMPROD1)

LOCKWOOD
1 . Jurisdictional
2. Distribution functionalized on Distribution
and IT/Facilities functionalized on Wages &
Salaries

PRO FORMA FUNCTIONALIZATION
or ALLOCATION FACTOR:

[WITNESSZ SNOOK]

(4) Adjustment to Test Year rate base to include postTest Year Plant Additions for Distribution and IT/Facilities with an estimated
in service date prior to 6/30/2020.

(5) Adjustment to Test Year rate base to include postTest Year Plant Additions for Technology Innovation with an estimated
in service date prior to 6/30/2020.

(6) Adjustment to Test Year rate base to include postTest Year Plant Additions for Renewables with an estimated
in service date prior to 6/30/2020.

Recap Schedules :
(b) B1

Suooortind Schedules
(a) B1

NOTE: There may be variances in displyed values due to rounding,
Schedule B2

Page 2 of 7



ARIZONA PUBLIC SERVICE COMPANY
ORIGINAL COST RATE BASE PRO FORMA ADJUSTMENTS

TEST YEAR ENDED JUNE 30, 2019
(Thousands of Dollars)

(So)

Four Corners SCRs Eliminate Capitalized Amount of Cash lncenti

Line

No. Total Co. ACC ACCTotal Co.Description

1. $ $ (8,031 )Gross Utility Plant in Service (8,031)

2.

$

$

$

$

(476,216)

(13,925)Less: Accumulated Depreciation & Amon.

(478,802)

(14,001 J

3 (8,031 ) (8,031 )

4.

Net Utility Plant in Service

Less: Total Deductions $

(462,290)

(63,548)

(464,801 )

(63,893)

5. Total Additions

Total Rate Base6. $$ $$ (8,031 )(398,743) (8,031)(400,908)

PRO FORMA WITNESS:

PRO FORMA FUNCTIONALIZATION
or ALLOCATION FACTOR:

[WITNESSZ SNOOK]

Suooortinu Schedules
(a) B1

NOTE: There may be variances in displyed values due to rounding,
Schedule B2

Page 3 of 7



ARIZONA PUBLIC SERVICE COMPANY
ORIGINAL COST RATE BASE PRO FORMA ADJUSTMENTS

TEST YEAR ENDED JUNE 30, 2019
(Thousands of Dollars)

(8)

VI

(7)

Cloud Computing

(9)

Include Property Tax DeferralInclude West Phoenix Unit 4
Regulatory Disallowance

Line

No. Description ACC

(N)

Total Co.

(M)

ACC

(P)

ACC

(R)

Total Co.

(0)

Total Co.

(Q)

1. s $$$ $$Gross Utility Plant in Service

2.

(13,833)

(8,432)Less: Accumulated Depreciation & Amon.

(13,767)

(6,401 )

3

4.

Net Utility Plant in Service

Less: Total Deductions

(7,401)

(1 ,502)

(7,365)

(1 ,495)

Total Additions5.

Total Rate Base6.

11,731

11,731$ $$ $ $

12,779

12,779 s

(544)

(2,198)

(1 ,654)

(544)

(2,198)

(1 ,654)(5,899) (5,871 )

PRO FORMA WITNESS

Demand

BLANKENSHIP
1 . Jurisdictional
2. Functionalized on Wages & Salaries

BLANKENSHIP
1. Jurisdictional
2. Assigned to Production
(DEMPROD1 )

PRO FORMA FUNCTIONALIZATION
or ALLOCATION FACTOR:

[WITNESSZ SNOOK]

BLANKENSHIP
1. ACC Specific
2. Distribution Property Tax functionalized
on Distribution and Generation Property Tax
functionalized on Demand Production (Retail
DEMPRODU

(7) Adjustment to Test Year rate base to reflect the impacts of Cloud Computing in alignment with NARUCs
Cloud Computing Resolution.

(8) Adjustment to Test Year rate base to include the regulatory disallowance for West Phoenix cc Unit #4 as required by
Decision Nos. 67744 and 69663.

(9) Adjustment to Test Year rate base to include the deferred property tax amounts from 7/1/19 to 12/31/20 per Decision No. 76295.

Recap Schedules:
(b) B1

Suoportino Schedules
(a) B1

NOTE: There may be variances in displyed values due to rounding,
Schedule B2

Page 4 of 7



ARIZONA PUBLIC SERVICE COMPANY
ORIGINAL COST RATE BASE PRO FORMA ADJUSTMENTS

TEST YEAR ENDED JUNE 30, 2019
(Thousands of Dollars)

(10) (11 )

Include Ocotillo Deferral

(12)

Include Four Corners SCR DeferralAdjust Cash Working Capital
for Cost of Service

Line

No. Description Total Co.

(W)

Total Co.

(S)

ACC

(X)

Total Co.

(U)

ACC

(V)

ACC

(T)

1. $ $$ $ $ $Gross Utility Plant in Service

2. Less: Accumulated Depreciation & Amos.

3

4.

Net Utility Plant in Service

Less: Total Deductions 20,395 20,297 10,86710,920

5. Total Additions 82,403 43,90882,008 44,120

Total Rate Base6. s 62,009$$ $ 61,711 s $ 33,04133,200

(9,626)

(9,626)

(10,486)

(10,486)

PRO FORMA WITNESS:

Demand

BLANKENSHIP
1. Jurisdictional
2. Functionalized on Wages & Salaries

BLANKENSHIP
1. Jurisdictional
2. Assigned to Production Demand
(DEMPROD1 )

BLANKENSHIP
1. Jurisdictional
2. Assigned to Production
(DEMPROD1 )

PRO FORMA FUNCTIONALIZATION
or ALLOCATION FACTOR

[WITNESS: SNOOK]

(10) Adjustment to Cash Working Capital to reflect impacts of cost of service pro formas on the lead/lag study.

(11) Adjustment to Test Year rate base to include the estimated Ocotillo Modernization Project deferral amount from 7/1/19 to 12/31/20
per Decision No. 76295.

(12) Adjustment to Test Year rate base to include the estimated Four Corners Selective Catalytic Reduction (SCR) deferral amount
from 7/1/19 to 12/31/20 per Decision No. 76295.

Supoortina Schedules
(a) B1

Recap Schedules:
(b) B1

NOTE: There may be variances in displyed values due to rounding,
Schedule B2

Page s of 7



ARIZONA PUBLIC SERVICE COMPANY
ORIGINAL COST RATE BASE PRO FORMA ADJUSTMENTS

TEST YEAR ENDED JUNE 30, 2019
(Thousands of Dollars)

12(a)

Reverse Four Corners SCH Deferral

Total Co.
Line

No. ACCDescription

1. Gross Utility Plant in Service

2. Less: Accumulated Depreciation & Amon.

3

4.

Net Utility Plant in Service

Less: Total Deductions

5. Total Additions

6. Total Rate Base $$

(10,920)

(44,120)

(33,200)

(10,867)

(43,908)

(33,041 >

PRO FORMA WITNESS

PRO FORMA FUNCTIONALIZATION
or ALLOCATION FACTOR:

[WITNESSz SNOOK]

Suooortino Schedules
(a) B1

NOTE: There may be variances in displyed values due to rounding,
Schedule B2

Page 6 of 7



ARIZONA PUBLIC SERVICE COMPANY
ORIGINAL COST RATE BASE PRO FORMA ADJUSTMENTS

TEST YEAR ENDED JUNE 30, 2019
(Thousands of Dollars)

(15)(14)(13)

Excess Deferred Tax Adjusted at End of
Test Year 6/30/2019

Line

No. Description ACC

(2)

Total Co.

(Y)

(b)
Total Co.

(CC)

Total Original Cost Rate Base
Pro Forma Adjustments

(b) (b)
Total Co. ACC

(AA) (BB)

(b)
ACC

(DD)

1. 17,605,61193,784$ 83,445$ 20,762,589$ $ $ $Gross Utility Plant in Service

2. 526,704537,932 7,804,973 6,849,881Less: Accumulated Depreciation & Amos.

3 12,957,616

4.

Net Utility Plant in Service

Less: Total Deductions (90,705) (90,705)

5. Total Additions

(444,148)

(120,303)

83,134

Total Rate Base6.

10,755,730

5,558,607

3,064,574

8,261 ,698$ $$90,705$90,705

5,663,205

3,207,966

10,502,377 $$

(443,259)

(120,226)

82,550

(240,483)(240,711)

PRO FORM A WITNESS BLANKENSHIP

Demand (Retail
1. ACC Specific
2. Assigned to Production
DEMPROD1)

PRO FORMA FUNCTIONALIZATION
or ALLOCATION FACTOR:

[w|TnEss SNOOK]

(13) Adjustment to rate base to reflect amortization of excess deferred taxes associated with TEAM Phase III between the
Test Year and the date proposed rates go into effect.
Assumes TEAM III amortization begins 1/1/2020 and rates go into effect 1/1/2021 .

Recap Schedules:
(b) B1

Suoooriina Schedules
(a) B1

NOTE: There may be variances in displyed values due to rounding,
Schedule B2

Page 7 of 7



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT

TOTAL COMPANY
TEST YEAR ENDED JUNE 30, 2019

(Thousands of Dollars)

Total Company

Description
Line

M
Line

M

Test Year
Results After

Proforma
Adustments lc)

(C)

Proforma
Adjustments (b)

(B)

Actual
For The

Test Year Ended
6/30/2019 fa)

(A)

$ $$ 1.
2.
3.
4.

1.
2.
3.
4.

Operating Revenues:
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues
Total

3,284,386
128,995
216,871

3,630,252

3,289,998
0

210,831
3,500,829

5,612
(128,995)

(6,040)
(129,423)

5.
6.
7.
8.
9.
10.

5.
6.
7.
8.
9.
10.

Operating expenses:
Fuel and purchased power
Operations and maintenance
Depreciation and amortization
Income taxes
Taxes other than income taxes
Total

1,094,682
909,326
584,838
123,315
215,143

2,927,304

955,136
697,076
730,799
134,484
219,102

2,736,597

(139,546)
(212,250)
145,961
11 ,169
3,959

(190,707)

11.11. 61 ,284702,948 764,232Operating income

72.
13.
14.
15.
16.

12.
73.
14.
15.
16.

Other income (deductions):
Income taxes
Allowance for equity funds used during construction
Other income
Other expense

Total

6,467
43,927
34,998
(22,582)
62,810

6,467
43,927
34,998

(22,582)
62,810

77. 17.Income before interest deductions 765,758 61 ,284 827,042

18.
19.
20.

18.
19.
20.

Interest deductions (income):
Interest charges
Allowance for borrowed funds used during construction
Total

227,758
(23,293)
204,465

227,758
(23,293)
204,465

21. 21.Net income 561,293 $ 622,577$$ 61 ,284

Recap Schedules:

(c) A2

Supoortinq Schedules:

(a) E2
(b) C2

Schedule C1
Page 1 of 2

NOTE: There may be variances in displayed values due to rounding.



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT
ACC JURISDICTION

TEST YEAR ENDED JUNE 30, 2019
(Thousands of Dollars)

ACC Jurisdiction

Description
Line

M
Line

M

Test Year
Results After

Proforma
Adjustments

(C)

Actual
For The

Test Year Ended
6/30/201 g

(A)

Proforma
Adjustments (a)

(B)

$ $ $ 1.
2.
3.
4.

1.
2.
3.
4.

Operating Revenues:
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues
Total

3,279,191
0

142,230
3,421 ,422

3,273,579
128,979
148,270

3,550,829

5,612
(128,979)

(6,040)
(129,407)

5.
6.
7.
8.
9.
10.

5.
6.
7.
8.
g.
10.

Operating expenses:
Fuel and purchased power
Operations and maintenance
Depreciation and amortization
Income taxes
Taxes other than income taxes
Total

943,995
846,063
656,676
123,648
180,459

2,750,842

1,083,273
1 ,052,961

511 ,942
113,517
177,260

2,938,954

(139,278)
(206,898)
144,734
10,131
3,199

(188,112)

11. 611,875 58,705 670,580 (b) 11.Operating income

12.
13.
14.
15.
16.

Other income (deductions):
Income taxes
Allowance for equity funds used during construction
Other income
Other expense

Total

12.
13.
14.
15.
16.

17. 17.Income before interest deductions 58,705 670,580611 ,875

18.
19.
20.

18.
19.
20.

Interest deductions (income):
Interest charges
Allowance for borrowed funds used during construction
Total

21. 21.Net income $611 ,875 670,580$$ 58,705

Suooortinq Schedules:
(a) C2

RecaD Schedules:
(b) A1

Schedule C1
Page 2 of 2

NOTE: There may be variances in displayed values due to rounding.



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollarsl
(2) (3)(1)

Fossil Generation PostTestYear Plant
Additions

Distribution and IT/Facilities PostTest Year
Plant Additions

Nuclear Generation PostTest Year Plant
Additions

Line

No. Desai dion Total Co.

(E)

Total Co.

(C)

Total Co.

(A)

ACC

(F)

ACC

(8)

ACC

(D)

$ s$$ $$1.
2.
3.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
6.

Electric Fuel and Purchased Power Costs

Oper Rev Less Fuel & Purch Pwr Costs

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
8.
9.

421423 20,477 19,2997,8427,880

421

10.

11.

12.

13.

14. 9.546 7,842 35,6361,199 19,299

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. (421) (19299)(1.199)(7,842) (35,636)(9546)Operating Income Before Income Tax

16.

17.

Interest Expense

Taxable Income

3,411
(39,047)

581
(1,101)

ea4(1,883) 3.237
(22,536)

(410)
(9,136)

(408)
(7,434)

Current Income Tax Rate18. 24.75% (273) (9,664)(1 ,840)(2,281) (5,578)(466)

(148119. s$ s $ $$ (13.721)(25.972)(733)(7.285) (6.002)Operating Income [line 15 minus line 18)

PRO FORMA WITNESS: LOCKWOOD
1. Jurisdictional
2. Assigned to Production Demand

(DEMPROD1 )

LOCKWOOD
1. Jurisdictional
2. Assigned to Production Demand
(DEMPROD1 )

LOCKWOOD
1. Jurisdictional
2. Distribution facilities functionalized on
Distribution and IT/Facilities functionalized on
Wages & Salaries

PRO FORMA

FUNCTIONALIZATION or

ALLOCATION FACTOR: [W lTNESS:

SNOOK]

(1) Adiuslment lo Test Year operations to include depreciation, interest expense. property taxes and reduced income tax expense associated
with Fossil Generation PostTest Year Plant Additions. Pro forma adjusted as shown on Schedule B2. page 1. column 2.

(2) Adjustment to Test Year operations to include depreciation, interest expense. property taxes and reduced income tax expense associated
with Nuclear Generation PostTest Year Plant Additions. Pro forma adjusted as shownon Schedule B2, page 1, column 3.

(3) Adjustment to Test Year operations to include depreciation, interest expense. property taxes and reduced income tax expense associated
with Distribution and IT/Facilities PostTest Year Plant Additions. Pro forma adjusted as shown on Schedule B2, page 2. column 4.

Supoortina Schedules:
N/A

Recap Schedules:
to) C1

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 1 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)
(5) (6)(4)

Base Fuel and Purchased PowerRenewables PostTest Year Plant Additions
Technology Innovation PostTest Year Plant

Additions

Line
No. Description ACC

(H)

Total Co.

(G)

ACC

(J)

Total Co.

(K)

Total Co.
(I)

ACC

(L)

$$ s$$$1.
2.
3.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
s .

(51260)
51 ,260

(51 ,260)
51 ,260

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
a.
9.

648 6481,4191,419

$48

10.
11.
12.
13.
14. 1,419a.025 1 ,023

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. 51 ,260 51 ,260(1 .023)(3,025) (1,419) (648)Operating Income Before Income Tax

16.
17.

Interest Expense
Taxable Income 51 ,26051 ,260

473
(3,498)

(162)

(485)

473(1,892) (162)

(860)

12.687Current Income Tax Rate18. 24.75% 12,687(866)

19. 38.57338.573$ s$s $S(2,159)

(468)

(951 )

(120)

(5281

(213)

(810)Operating Income (line 15 minus line 18)

PRO FORMA WITNESS: LOCKWOOD
1. ACC Specific
2. Functionalize as Distribution.

SNOOK
1. ACC Specific
2. Assigned to Production Energy [Retail
Only ENERGY2]

LOCKWOOD
1. ACC Specific
2. Renewables functionalized on Demand
Production [Retail DEMPROD1 ]

PRO FORMA

FUNCTIONALIZATION or
ALLOCATION FACTOR: [WITNESS:

SNOOK]

(4) Adjustment to Test Year operations to include depreciation. interest expense. property taxes and reduced income lax expense associated
with Technology Innovation PostTest Year Plant Additions, Pro forma adjusted as shown on Schedule B2, page 2, column s.

(5) Adjustment to Test Year operations to include depreciation. interest expense, property taxes and reduced income tax expense associated
with Renewables PostTest Year Plant Additions. Pro 1 orma adjusted as shown on Schedule B2, page 2, column 6.

(6) Adjustment to Test Year operations to include 2018 base fuel and purchased power c/kwh costs at adjusted Test Year
consumption.

SuDDortino Schedules:
N/A

Recap Schedules:
(at  C1

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 2 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollarsl
(8) (9)(7)

Test Year Retail Deferred Fuel Expense and
NonCash MarktoMarket Accruals

Test Year PSA Revenue and Deferred Fuel
Amortization Test Year Deferred Chemical Expense

Line
No. Description ACC

(P)

To1aI Co.

(O)

Total Co.

(M)

ACC

(R)

ACC

(N)

Total Co.

(01

s$ $s $ s
(89,285)

1.
2.
3.
4.

(89,040)

(89,040)(89,285)

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
6.

(90,349)
1 ,309

(90.598)
1 ,31 s

40.435
(40,435)

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs

40,435
(40,435)

1,313 1 ,309
Other Operating Expenses:

Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
8.
9.

3.194
3.1941,313

3.194
3,1941 ,309

10.
11.
12.
13.
14. 3.1943,1941,313 1 ,309

Depreciation and Amortization
Amortizationof Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. (40,435) (3,194) (3.194)(40.435)Operating Income Before Income Tax

16.
17.

Interest Expense
Taxable Income (40,435)

24. 75%18. Current Income Tax Rate

19. $ s s

(3,194)

(791)

(2,403) $s

(40,435)

(10,008)

(30,427) $

(10,008)

(30,427)

pa, 194)

(791)

(2.403)Operating Income (line 15minusline 18)

PRO FOFIMAWITNESS: SNOOKSNOOK
1. ACC Specific
2. Assigned to Production Energy (Retail
Only ENERGY2_XAG1 )

1. ACC Specific
2. Assigned to Producion Energy (Retail Only
ENERGY2_XAG1 )

SNOOK
1. Jurisdictional
2. Revenues and Expenses are class
specific.

PRO FORMA

FUNCTIONALIZATION or
ALLOCATIONFACTOR: [WITNESS:

SNOOK]

17) Adiuslment toTest Year retail operating revenuesand fuel and purchased power expense to remove retail
PSA revenue and amortization of deferred fuel related to prior periods.

(8) Adjustment to Test Year retail fuel and purchased power costs to remove retail PSA deferred fuel and marktomarket
accruals.

(9) Adjuslment to Test Year operationand maintenance costs to remove retail PSAdeferred chemical expenses.

Sunoortinq Schedules:
N/A

RecapSchedules:
(a l C1

NOTE: There may be variances in displayed valuesdue to rounding.
Schedule C2
Page 3 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)
(111 (12)(10)

Schedule 1 FeesAnnualize CustomerLevelsNormalize Weather Conditions

Description
Line
No. ACC

(V)

Total Co.

(U)
Total Co.

(W)

Total Co.

(S)

ACC

(X)

ACC

(T)

s$ $$$s 12.91112,911(6,049)(6,049)1.
2.
3.
4. 12.91112,911(6,049)

(6,040)
(6,040)

(6.040)
(6,040)(6,049)

Eleetric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

TotalElectric Operating Revenues

5.
e.

3.854
9.057

3.854
9,057

(1 .812)
(4,237)

(1 .8121
(4,237) (6,040) (6,040)

Eleetric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Punch Pwr Costs

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
8.
9.

10.
11.
12,
13.
14.

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. 9.057 9.057 (6,040)(4237) (4237) (6.040)Operating Income Before Income Tax

16.
17.

Interest Expense
Taxable Income 9,057 9,057(4,237)

18. 24.75%Current Income Tax Rate 2,2422,242(1 .049)

19. 6.8156.815s $ ss$ $(3.188)

(4,237)

(1 ,049)

($.1881

(6,040)

(1,495)

(4.545)

(6,040)

(1 ,495)

(4.545)Operating Income (line 15 minus line 18)

PRO FORMA WITNESS: SNOOK
1. ACC Specific
2. Revenues and Expenses are class
specific.

HOBBICK
1. ACC Specific
2. Functionalized on Customer Accounts
(CUSTNUM_A)

SNOOK
1. ACC Specific
2. Revenues and Expenses are class
specific.

PRO FORMA

FUNCTIONALIZATION or
ALLOCATION FACTOR: [WITNESS:

SNOOK]

(10) Adjustment to Test Year operating revenues to reflect normal weather conditions for the ten years ended6/30/2019.

(11) Adjustment to Test Year operating revenues to reflect the annualizalion of customer levels at 6/30/2019.

(12) Adjustment to Test Year operations to account for additional adjustments related to disconnect policy.
Additional adjustments to Revenues reflecting policies changes to multiple tees collected.

Suooortinq Schedules:
N/A

RecapSchedules:
(21)C1

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 4 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)
(14) (15)(13)

Uncollectible Bad Debt Crisis Bill Customer Affordability

Line

No. Description ACC

(Z)

ACC

(AB)

Total Co.

( v)

Total Co.

(AC)

Total Co.

(AA)

ACC

(AD)

$ s$ $$$ (1 ,250)(1,250)1.
2.
3.
4. (12250) (1 ,250)

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

s.
6. (1,250) (1 ,250)

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs

6.4276,427 (17,782)
Other Operating Expenses:

Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
a.
9. 6.4276,427

(17,782)

(17,782)(17,782)

10.
11.
12.
13.
14. 6.4276,427 (17,782)(17,782)

Depreciation and Amortization
Amortizationof Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. 17.78217.782(6,427) (1 ,2soi(6.427) (1,250)Operating Income Before Income Tax

16.
17.

Interest Expense

Taxable Income 17,782 17,782(1,250)(1,250)

18. 24.75%Current Income Tax Rate 4,4014,401

19.

(309)

(941 l s$ 13.381$ 18.381$ $ $

(6.427)

(1 ,591 )

(4.836)

(309)

(941)

(6,427)

(1 ,591 )

t4.836)Operating Income [line 15 minus line 18)

PRO FORMA WITNESS: LOCKWOOD
1. ACC Specific
2. Functionalized on Wages & Salaries less

Transmission

HOBBICK
1. ACC Specific
2, Assigned to System Benefits (Retail
ERGSYSBEN)

HOBBICK
1. ACC Specific
2. Functionalized on Customer Accounts
(CUSTNUM_A)

PRO FORMA

FUNCTIONALIZATION or

ALLOCATION FACTOR: [W ITNESS:

SNOOK]

(13)

(14)

Adjustment lo Test Year operations to account forexpected increases in writeolls due to disconnect policy.

Adjustment to Test Year operating revenues to reflect the increase need in crisis billing assistance,

(15) Adjustment toinclude forecasted impacts to 2020 O&Mas a result of the Customer Atlordability program.

Supoonina Schedules:
N/A

Recap Schedules:
(GJC 1

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 5 of 22



(17) (18)

ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollarsl
(16)

Active Union Medical Trust (VEBA) Remove Test YearRegulatory AssessmentFire Mitigation

Line

No. Description ACC

(AF)

ACC

(AJ)

Total Co.

(AG)

Total Co.

(Al)

Total Co.

(AE)

ACC

(AH)

$ $ s $ $$
(6,769)(6,769)

1.
2,
3.
4. (6,769) (6,769)

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.

6.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs (6,769)(6,769)

3.29B3,298 (6,769)(3,643) (6,769)
Other Operating Expenses:

Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
8.
9. 3.2983,298 (6,769)(3.6423) (6,769)

(3,344)

(3,344)

10.

11.

12.

13.

14. 3.29B3,298 (6,769)(3,643) (6,769)(3,344)

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. 3.3443 ,643 (3298)(3,298)Operating Income Before Income Tax

Interest Expense
Taxable Income

16.
17. 3.3443,643 (3,298)

902Current Income Tax Rate 82824.75%18.

2.51619. $2,741$ s $$ $

(816)

(2.482)

(3,298)

(816)

(2.482)Operating Income [line 15 minus line 18)

PRO FORMAWITNESS: BLANKENSHIP
1. ACC Specific
2. Functionalized on Distribution.

BLANKENSHIP
1. Jurisdictional
2. Functionalizedon Wages & Salaries

BLANKENSHIP
1. ACC Specific
2. Revenues are class specific and expenses
are functionalized on Distribution of W&S

PRO FORMA

FUNCTIONALIZATION or

ALLOCATION FACTOR: [W ITNESS:

SNOOK]

(16) Adjustment to Test Year operations to include interest income and realized gain on investments in active union medical trust.

(17) Adjustment to represent the forecasted impacts to 2020 O&M as a result of increases to the distribution Fire Mitigation program.

(18) Adjustment to Test Year operations to remove the Regulatory Assessment surcharges iron operating revenues and expenses.

Suonortinu Schedules:
N/A

Recap Schedules:
in)  C1

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 6 of 22



(20) (21 J

ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)
(19)

Remove and Transfer Test Year
Environmental Improvement Surcharge (EIS)

Remove Test Year Transmission Cost
Adjustor (TCA)

Remove Test Year Lost Fixed Cost
Recovery Mechanism (LFCR)

Descriolion
Line
No. Total Co.

(AK)

ACC

(AN)

Total Co.

(AO)

ACC

(AL)

ACC

(AP)

Total Co.

(AM)

$ s$ $s $
(39,792) (3,888)(38,369)

1.
2.
3.
4. (3,888)(35,369)

(3,898)

(3,898)

(39,792)

(39.792)(39,792)

(33,311)

(33,311)

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Eleetric Revenues

Total Electric Operating Revenues

s.
e. (3,898)(33,369) (3,888)(33,311) (39,792) (39.792)

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs

(38,369) (39,792)7.
8.
9.

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

(39,792)

(39.792)(35,369) (39,792)

(33,1311)

(33,311)

10.
11.
12.
13.
14. (38,369) (39,792)(33.311) (39,792)

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. (3,888)(3,898)Operating Income Before Income Tax

16.
17.

Interest Expense
TaxableIncome (3,888)

24,75%18. Current Income Tax Rate (962)

19. $s s (2.926}$ S$

(3,898)

(965)

(2.933)Operating Income (line 15 minus line 18)

PRO FORMA WITNESS: BLANKENSHIP
1. ACC Specific
2. Revenues areclass specific

BLANKENSHIP
1. Jurisdictional
2. Revenues are classspecific

BLANKENSHIP
1. Jurisdictional
2. Revenues are class specificPRO FORMA

FUNCTIONALIZATION or
ALLOCATIONFACTOR: [WITNESS:

SNOOK]

(19) Adiuslment to Test Year operations to remove the Transmission Cost Adjustor from operating revenues and expenses.

(20) Adiuslment to Test Year operations to remove the LFCR mechanism from operating revenues.

(21) Adjustment to TestYear operations to remove the EIS from operating revenues,

SuDDortina Schedules:

N/A
Recap Schedules:

Ra)C 1

NOTE: There may be variances in displayed valuesdue to rounding.
Schedule C2
Page 7 of 22



(24)(23)

ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollarsl
(22)

Remove and Transfer Test Year Tax
Expense Adjustor Mechanism (TEAM)

Revenue

Remove Test Year and Transfer a Portion of
Renewable Energy Adjustment Clause

(REAC) RevenueandExpense

Remove Test Year Demand Side

Management Adjustment Clause (DSMAC)
Revenue & Expense

Line

No. Description ACC

(AR)

Total Co.

(AQ)

Total Co.

(AS)

ACC

(AV)

ACC

(AT)

Total Co.

(AU)

$ $ $s $$
143.238145,475(72,670)

1.
2.
3.
4. 143.238145,475

(72,697)

(72,697)

(26.689)

(26.689) (72,670)

(2G.717)

(26,717)

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

s.
6. 143.238143,475(26.689)

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs

(38.930)
(33,767)

138.916)
(33,754)(26.717)

(33,433)
OtherOperating Expenses:

Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
a.
9.

(33.445)

(33.445)

(26.689)

(26.689) (33,433)

(2G.717)

(2G.717)

10.

11.

12.

13.

14. (26.689) (33.445)(2G.717) (33,483)

Depreciation and Amortization
Amortizationof Gain

Administrative and General
Other Taxes

Total Other Operating Expense

15. 0 148.475 143.238(321 )(3221Operating Income Before Income Tax

16.

17. 0

Interest Expense

Taxable Income 143.238143,475

24.75%18. Current Income Tax Rate 35,45135,510

019. ss $ 107.787107.965S $$

(321)

(80)

(241)

(322)

(80)

(242)Operating Income [line 15 minus line 18)

PRO FORMA WITNESS: BLANKENSHIP
1. Jurisdictional
2. Revenues and Expenses are class
specific.

BLANKENSHIP
1. Jurisdictional
2. Revenues and Expenses are class
specific.

BLANKENSHIP
1. Jurisdictional
2. Revenues and Expenses are class
specific.

PRO FORMA

FUNCTIONALIZATION or

ALLOCATION FACTOR: [W ITNESS:

SNOOK]

(22) Adjustment lo Test Year operations to remove the DSMAC from operating revenues andexpenses.

(23) Adjustment to Test Year operations to remove the REAC from operating revenues and transfer a portion of the expenses related

to APS Solar Communities (formerly known as AZ Sun II) to base rates.

(24) Adjustment to Test Year operations to remove and transfer the TEAM adjustor from operating revenues,

Suononina Schedules:
N/A

Recap Schedules:
(GJ C1

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page Bof 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)
(26)(258)(251 (27)

Four Corners SCR Deferral Amortization Four Comers
Reverse Four Corners SCR Deferral

Amortization
Ocotillo Modernization Project

Deferral Amortization

Line
No. Description ACC

(AZ)

Total Co.

(AY)

Total Co.

(AW)

TotalCo.
(Aw)

ACC

(AX)

ACC

(A>0

Total Co.

(BA)

s$ $ $ $$s1.
2.
3.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
e.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs

7.

a.

9.

OtherOperating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

8.259 9.2019,245 1 ,0458,220 (8,220)(8,259)

8.259

10.
11.
12.
13.
14. 9.2019,245 1 ,0458,220 (8,259) (8,220)

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total OtherOperating Expense

15. 8.220 (9221 )(8220) (1 .045)(8259) 8,259 (9,245)Operating Income Before Income Tax

Interest Expense
Taxable Income

16.
17. 8,259 8,220 (1 ,045)

24.75%18. Current Income Tax Rate 2,0342,044 (259)

6.21519. s$s (786)6.186$ $ $

(9,201 )

(2,277)

(6.924)s

(8,220)

(2,034)

(6. 1 as

(9,245)

(2,288)

(6.957)

(8,259)

(2,0M}

(6.215)Operating Income (line 15 minus line 18)

PRO FORMA WITNESS: BLANKENSHIP
1. Jurisdictional
2. Assigned to Production .. Demand

(DEMPROD1)

BLANKE
1 .Jurisdictional
2. Assigned to Productio:
(DEMPROD1 )

BLANKENSHIP
1. Jurisdictional
2. Assigned to Production Demand
(DEMPROD1)

PRO FORMA

FUNCTIONALIZATION or
ALLOCATION FACTOR: [WITNESS:

SNOOK]

(25) Adjustment to Test Year operations to include the amortization of the Four Corners SCR deferral.

(26) Adjustment to Test Year operations to include the amortization of the Ocotillo Modernization Project deferral.

(27) Adjustment to Test Year operations to reflect Four Corners inventory cost recovery.

Suonortina Schedules:
N/A

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 9 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)

Inventory

Line
No, Description ACC

(BB)

$1.
2.
a.
4.

Electric Operating Revenues
Revenues from Base Hates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
6.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs

7.
s .
9.

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

1 ,04010.
11.
12.
13.
14. 1 .040

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. (1 .0401Operating Income Before Income Tax

16.

17.

Interest Expense
Taxable Income (1 ,040)

18. Current Income Tax Rate 24.75%

19. $

(257)

(7831Operating Income [line 15 minus line 18)

PRO FORMA WITNESS: ISHIP

1 . DemandPRO FORMA

FUNCTIONALIZATION or
ALLOCATION FACTOR: [WITNESS:

SNOOK]

Suooortina Schedules:
N/A

Recao Schedules:
(a) C1

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 10 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)
(28) (30)(29a)(29)

Remove Navajo Po\Regulatory Asset AmortizationWest Phoenix Unit 4 Regulatory DisallowanceCholla Inventory

ACC
Line
No. ACCTotal Co.Description Total Co.

(BC)

Total Co.

(BE)

ACC

(BF)

ACC

l8D)

Total Co.

(BE)

$$ $ $$1.
2.
3.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
6.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Porch Pwr Costs

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
s .
9.

(10,567)
(6,446)

(17,014)

80.0001,5161 ,523 80,000(329) (327)

541

10.
11.
12.
13.
14. 80.0001,5161 ,see 80,000(327) (16,478)(329)

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. 327329 16,478(B0.000](1,516)(1,523) (80,000)Operating Income Before Income Tax

(109)
437

16.
17.

(110)

439

Interest Expense
Taxable Income 16,473(80,000)(80,000)

18. 109 10824.75%Current Income Tax Rate 4,077(19,800)

19. 219220$ 12.396

(1,523)

(377)

(1 .146) $$ $s$ (60,200)

(1,516)

(375)

(1 .141)Operating Income (line 15 minus line 18)

(19,800)

s 60.200

PRO FORMA WITNESS: BLANKENSHIP
1. Jurisdictional
2. Assigned to Production Demand
(DEMPROD1)

BLANKENSHIP
1 . Jurisdictional
2. Assigned to Production . Demand
(DEMPROD1 )

BLANKEr
1. Jurisdictional
2. Assigned to Producdoi
(ENERGY1 )

PRO FORMA

FUNCTIONALIZATION or
ALLOCATION FACTOR: [WITNESS:

SNOOK]

(28) Adjustment to Test Year operations to reflect Cholla inventory cost recovery.

(29) Adjustment to Test Year operations to reflect amortization of regulatory disallowance of West Phoenix Unit 4 over the remaining life of the
plant as required by previous ACC Decision Nos. 67744 and 69663, Pro forma adjusted as shown on Schedule B2. page 3. column 8.

(80) Adjustment to Test Year operations to remove Navajo O&M and A&G costs as a result of the closure of Navajo Power Plant.

Sunoortinc Schedules:
N/A

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 11 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)

her Plant Costs

Line

No, Description ACC

(BF)

$1.
2.
a.
4.

Electric Operating Revenues
Revenues from Base Hates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
6.

Electric Fuel and Purchased Power Costs

Oper Rev Less Fuel & Purch Pwr Costs

7.
s .
9.

Other Operating Expenses:
Operations Excluding FuelExpense
Maintenance

Subtotal

(10,522)
(G,418)

(16,940)

539

10.
11.
12.
13.
14. (16,401)

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. 16.401Operating Income Before Income Tax

16.

17.

Interest Expense
Taxable Income 16,401

Current Income Tax Rate18. 24.75% 4,059

19. $ 12.342Operating Income [line 15 minus line 18)

PRO FORMA WITNESS: ISHIP

1. EnergyPRO FORMA

FUNCTIONALIZATION or

ALLOCATION FACTOR: [WITNESS:

SNOOK]

Suooortina Schedules:
N/A

Recao Schedules:
(a) C 1

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 12 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)
(31) (33)(32)

OcotilloO&M Normalization
Include Interest Expense on Customer

Deposits
Adjust Depreciation Expense. 2019

Depreciation Rate Study

Line
No. Description Total Co.

(BG)

ACC

(BH)

Total Co.

(BK)

ACC

(BJ)

Total Co.

(Bl)

ACC

(BL)

s $ $ s$ $1.
2.
3.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
e.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel 84 Pureh Pwr Costs

2,1172,117
Other Operating Expenses:

Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
8.
9.

5,618
1,099
6,717

5,643
1,104
e,747 2,1172,117

34,137 34,137

(16)

10.
11.
12.
13,
14. 34,1372,117

(16)

6,730 34,1372,1176,701

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. (2,117)(6.730) (34,137)(6.701 i (2,117) (34.137]Operating Income Before Income Tax

16.
17.

Interest Expense
TaxableIncome (6,701 ) (34,137)

18. 24.75%Current Income Tax Rate (1 ,659)

19. s s sss $

(2,I 17)

(524)

(1 .5g3)

(2,117)

(524)

(1 .593)

(8,449)

(25,688)(5.042)

(6,730)

(1 ,666)

(5.064]

(34,137)

(8,449)

(25.68B)Operating Income (line 15 minus line 18)

PRO FORMA WTINESS: BLANKENSHIP
1. Jurisdictional
2. Assigned to Production . Energy
(ENERGY1)

BLANKENSHIP
1. ACC Specific
2. Assigned toCustomer Accounts
(CUSTDEP)

BLANKENSHIP
1. Jurisdictional

2, Assigned to PT&D, General and Intangible
functionalizedon Wages & Salaries

PRO FORMA

FuncnonAuzATlon or
ALLOCATIONFACTOR: [WITNESS:

SNOOK]

(31) Adjust Test Year to reflect the continuing operations of the Ocotillo Power Plant with the retlrment of the 2 Steam units and the
addition of the new units.

(32) Adjustment to Test Year Operations to reflect the operating income impact of interest on customer deposits using January201 9 interest rates.

(33) Adjustment to Test Year operations to reflect depreciation expense based on the 2019 Depreciation Rate Study.

Sunnortinq Schedules:
N/A

NOTE: There may be variances in displayed valuesdue to rounding.
Schedule C2
Page 13 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)
(34) (36)(35)

Anriualize Payroll Expense Normalize Employee Benefits
RemoveSupplemental Excess Benefit

Retirement PlanExpense (SERP)

Line

No. Description ACC

(BR)

Total Co,

(BO)

ACC

(BP)

ACC

(BN)

TotalCo.

(BQ)

Total Co.

(BM)

s$ s$ $ $1.
2.
3.
4,

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
OtherElectric Revenues

Total Electric Operating Revenues

5.
6.

Electric Fuel and Purchased Power Costs

Oper Rev Less Fuel & Purch Pwr Costs

10,32811,2s1 (8,429)
Other Operating Expenses:

Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
8.
9. 11,251 10,328

(376)
177)

(453)

(410)

(84)

(494)

(7,738)

(7,738)(8,429)

10.

11.

12.

13.

14. 11,251 10,328 (7,738)(453)(494) (8,429)

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

49415. 45a 7,738(10.328i 8,429(11251)Operating Income Before Income Tax

453494

16.

17.

Interest Expense

Taxable Income 7,738B,429(10,328)

18. 112Current Income Tax Rate 12224.75% 1,9152,086

34137219. $ ss$ $ 5.8236.343$

(2,556)

(7,772)

(11 .251 J

(2,785)

(8.466)Operating Income [line 15 minus line 18)

PRO FORMA W ITNESS: BLANKENSHIP
1. Jurisdictional
2. Functionalized on Wages & Salaries

BLANKENSHIP
1. Jurisdictional
2. Functionalized on Wages & Salaries

BLANKENSHIP
1. Jurisdictional
2. Functionalized on Wages 81 SalariesPRO FORMA

FUNCTIONALIZATION or

ALLOCATION FACTOR: [WlTNES52

SNOOK]

(34) Adjustment to Test Year operations to reflect the annualization of payroll, payroll tax and nonretirement benefit
expenses to March 2019 employee levels for performance review and March 2020 Union employee levels.

(35) Adjustment to Test Year operations to reflect the current December 2018actuarial valuation of retirement program expenses.

(36) Adjustment to Test Year operations toremove Supplemental Excess Benefit Retirement Plan Expense (SERP).

Suooortina Schedules:
N/A

Recap Schedules:
to) C1

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 14 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)
(37) (38)

Reverse Normalization of Cash IncentiveNormalize Cash Incentive
Cas h Incentive Allc

lncentiRemoveStock Compensation

Total Co.Total Co. ACC
Line
No. Description Total Co.

(BS)

Total Co.

(BU)

ACC

(BV)

ACC

(BT)

s $$ $$$$1.
2.
3.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
e.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel 8t Pureh Pwr Costs

(14,580)
Other Operating Expenses:

Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
8.
9.

4,153
126

4.279

a,a12
116

3,928

(3,812)
(116)

(3,928)(14,580)

(24,592)

(24.592)

(4,153)
(126)

(4,279)

(15,882)

(15,882)

1,327 1,218

10.
11.
12.
13.
14. 5,606 5,146(15,882)

(1 ,327]

(5,606) (24.592)(14,580)

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. 24.5925.60614.580

(1 ,218)

(5,146)

5,14615,882 (5,606) (5.146)Operating Income Before Income Tax

16.
17.

Interest Expense
Taxable Income 5,606 5,14614,580 24,59215,882

18. Current Income Tax Rate 24.75% 8,0861 ,2743,931 1 ,3883,608

18.50619. 3.8724.218ss s11.951 $ $$10,972$

(5,146)

(1,274)

(3.872)

(5,606)

(1,388)

[4.21B)Operating Income (line 15 minus line 18)

PRO FORMA WTINES$: BLANKENSHIP
1. Jurisdictional
2. Functionalized on Wages &Salaries

BLANKENSHIP
1. Jurisdictional
2. Functionalized onWages & SalariesPRO FORMA

FUNCTIONALIZATION or
ALLOCATIONFACTOR: [WITNESS:

SNOOK]

($7) Adjustment to Test Year operations to remove stock compensation expense.

(38) Adjustment to Test Year operations to normalize the cash incentive program over a 3 year period.

(39) Adjustment to Test Year operations for top down income tax trueups consistent with Decision Nos, 69663, 71448. 731 as, and
76295 using the 6/30/2019 rate base and cost of longterm debt, Tax trueups are reflected as interest in this adjustment.

Sunoortinq Schedules:
N/A

NOTE: There may be variances in displayed valuesdue to rounding.
Schedule C2
Page 15 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)

W 25% of Cash
ve D&E Insurance 50/50 Sharing

Normalize Income
Syncl

Executive Compensation Remove 50%
of Base Salary

EEl and Other Membership Dues 50/50
Sharing

ACCAcc ACC Total Co.Total Co. Total Co.
Line
No. ACCDescription Total Co.

(BW)

$ s$ $ $$1.
2.
3.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
6.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs

(12,950)
Other Operating Expenses:

Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
a.
9.

(22.574)

(22.574)

(12.173)

(12.173)(12,950)

1,7911 ,7s1

10.
11.
12.
13.
14. 1 ,7s1 1,791(12.173)

(376)

(376)

(376)

(376)(22.574) (12,950)

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

376 37615. 22.574 12.17312.950 (1,791)(1,791)Operating Income Before Income Tax

376
16.
17.

Interest Expense
Taxable Income 37822,574 12,17312,950 (1,791)(1,791)

23,665
(23 ,665)

93 9324775%Current Income Tax Rate18. 5,587 3,013 (443) (443)3,205

19. 2839,745

(5,857)

5.8572839.160 s$$$16.987 $ $ $$ (1 .3481 (1 ,348)Operating Income (line 15 minus line 18)

PRO FORMA WITNESS: BLAh
1. Jurisdictional
2. Calculated as the
Other Tax Items

PRO FORMA

FUNCTIONALIZATION or
ALLOCATION FACTOR: [WITNESS:

SNOOK]

Sunnortino Schedules:
NIA

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 18 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)
(39)

:Tax Expense/Interest
ionization

Line
No. Description ACC

(BX)

$1.
2.
3.
4.

Electric Operating Revenues
Revenues from Base Rates

Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
8.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
a.
9.

10.
11.
12.
13.
14.

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. Operating Income Before Income Tax

16.
17.

Interest Expense
Taxable Income

24 ,404
(24,404)

24.75%Current Income Tax Rate18. (6,040)

19. 6.040

$

$Operating Income (line 15 minus line 18)

PRO FORMAWITNESS: IKENSHIP

weighted average ofPRO FORMA

FUNCTIONALIZATION or

ALLOCATION FACTOR: [WlTNESS:

SNOOK]

Sunnortino Schedules:
NIA

Recap Schedules:
(a) C 1

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 17 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)
(41) (42)(40)

West Phoenix Removal CostsAnnualize Property Tax Expense Amortize Property Tax Deferral

Line
No. Description TotalCo.

(CA)

ACC

(CD)

Total Co.

(CC)

ACC

(CBJ

Total Co.

(BY)

ACC

(BZ)

s s s$$ $1.
2.
3.
4.

Electric Operating Revenues
Revenues from Base Rates

Revenues fromSurcharges
OtherElectric Revenues

Total Eleetric Operating Revenues

s.
s .

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
8.
9.

998 99310.
11.
12.
13.
14. 993998

3,789
3,789

4,549
4,549

(590)
(590)

(590)
(590)

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total OtherOperating Expense

59015. 590 (993)(998)(4549) (3,789)Operating Income Before Income Tax

16,
17.

(33)
623

(33)
623

Interest Expense
Taxable Income (3,789)

15415418. 24.75%Current Income Tax Rate (938)

19. 436 436s ss

(993)

(246)

(747)s $ $(2.851)

(998)

(247)

(751 )

(4,549)

(1 ,126)

(3,4231Operating Income (line 15 minus line 18)

PRO FORMA W TINE$S: BLANKENSHIP
1. Jurisdictional
2, Functionalized on P T & D

BLANKENSHIP
1. Jurisdictional
2. Assigned to Production Demand
(DEMPROD1)

PRO FORMA

FUNCTIONALIZATION or

ALLOCATION FACTOR: [WITNESS:

SNOOK]

BLANKENSHIP
ACC Speqifk;
2. Distribution Property Tax functionalized on
Distribution and Generation Property Tax
functionalized on Demand Production (Retail
DEMPROD1l

(40) Adjustment to Test Yearoperations to annualize property taxescalculated using the anticipated 2019 taxassessment
ratio and lax rate.

(41) Adjustment to amortize the property tax deferral as authorized in Decision No. 76295 over 10 years.

Pro forma adjusted as shown on Schedule B2, page 3, column 9.

(42) Adjustment to include additional costs of removal related to the decommissioning of West Phoenix Steam Units 4, 5 & 6.

Suoportinq Schedules:
NiA

RecaoSchedules:
to) C 1

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 1 B of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)
(43) (44) (45)

AdjustCash Working Capital forCost of
Service ProFormas

Annualize Four Corners Power Plant Coal
Reclamation Costs

Annualize Navajo Power Plant Coal
Reclamation Costs

Line

No. Description Total Co.

(Cl)

ACC

(CH)

Total Co.

(CE)

Total Co.

(CG)

ACC

(CJ)

ACC

(CF)

s$ $$ $ $1.
2.
3.
4,

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
OtherElectric Revenues

Total Electric Operating Revenues

5.
6.

(3,145)
a,145

(CL131)

a,1a1
Electric Fuel and Purchased Power Costs

Oper Rev Less Fuel & Purch Pwr Costs

1.910
(1,910)

1,902
(1,902)

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
8.
9.

10.

11.

12.

13.

14.

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. a.1a13,145 (1 ,902i(1.910]Operating Income Before Income Tax

(179)
179

16.

17.

(195)
195

Interest Expense

Taxable Income 3.1313,145 (1,910)

18. 77B 775 48Current Income Tax Rate 4424.75%

19. $$2.356$2.367 s s$

(1 ,902)

(471)

(1 ,431) (48)

(473)

(1 .437)Operating Income [line 15 minus line 18) 144)

PRO FORMA WITNESS: BLANKENSHIP
1. Jurisdictional
2. Functionalized on Wages & Salaries

BLANKENSHIP
1. Jurisdictional
2. Assigned Io System Benefits

(ERGSYSBEN) BLANKENSHIP
1. Jurisdictional
2. Assigned to System Benefits
(ERGSYSBEN)

PRO FORMA

FUNCTIONALIZATION or

ALLOCATION FACTOR: [WlTNES52

SNOOK]

(43) Adjustment to Test Year operations to reflect most recent Four Comers Power Plant coal reclamation study.

(44) Adjustment to Test Year operations to reflect the most recent Navajo Power Plant coal reclamation study.

(45) Adjustment to Test Year interest expense for cash working capital rate base pro forma adjustment.
Pro forma adjusted as shown on Schedule B2. page 4, column 10.

Suooortina Schedules:
N/A

Recap Schedufes:
(a l C1

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 19 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)
(46) (47) (48)

Normalize Advertising Normalize FossilMaintenance ExpenseNormalize Nuclear Maintenance Expense

Line
No. Description Total Co.

(00)

Total Co.

(CM)

Total Co.

(CK)

ACC

(CP)

ACC

(CL)

ACC

(CN)

$s $s $s1.
2.
3.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
6.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
8.
9.

5.856
5.856

1.380
1,380

5.882
s,a82

1.386
1,386

(2.264)

(2.264)

(2,264)

(2,264)

10.
11.
12.
13.
14. 5,856s,aa21,3a01 ,386(2,264)(2.264)

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

2.26415. 2.264 (5.8B2i(1 .aasl (1.380] (5,856)Operating Income Before Income Tax

IS.
17. 2 2 6 4

Interest Expense
Taxable Income 2,264 (1 ,380)(1 ,386)

24. 75% 560IB, Current Income Tax Rate 560

19. 1.704 1.704s s$ $s $

(5,882)

(1 ,456)

(4.426)

(5,856)

(1 ,449)

(4.407)

(843)

(1 ,043)

(842)

(1 .0881Operating Income (line 15 minus line 18)

PRO FOFIMAWITNESS: BLANKENSHIP
1. ACC Specific
2. Functionalized on Wages & Salaries less

Transmission

BLANKENSHIP
1. Jurisdictional
2. Assigned to Production Energy
(ENERGY1 )

BLANKENSHIP
1 . Jurisdictional
2. Assigned to Production Energy

(ENERGY1)

PRO FORMA

FUNCTIONALIZATION or

ALLOCATION FACTOR: [WITNESS:

SNOOK]

(46)

(47)

Adjustment to Test Year operations to normalize advertising expense over a 3 year period.

Adjustment to Test Year operations to normalize nuclear production maintenance expense over a 3 year period.

(48) Adjustment to Test Year operations to normalize fossil production maintenance expense over a 6 year period.

Sunoortinq Schedules:
N/A

Recap Schedules:
(a) C 1

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 20 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)
(50) (51)(49)

Remove Out of Period and Miscellaneous
KemsAdjust Sundance Maintenance Cholera Unit 2 Regulatory Asset Amortization

Line

No. Description ACC

(CT)

Total Co.

(CS)

Total Co.

(CS)

Total Co.

(CQ)

ACC

(CT)

ACC

(CR)

$$ss $$1.
2.
a.
4.

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

5.
e.

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
8.
9.

1.487
1,487

1,481

1,4a1

(11,454)(11 .5041

(14,207)

10.
11.
12.
13.
14. 1 ,4811 ,487 (11.s04) (11.454)

(14,207) (13,042)

(13,042)

Depreciationand Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. 14.207 11.45411.50413.042(1,481)(1 .487)Operating Income Before Income Tax

16.

17.

Interest Expense
Taxable Income I I ,50413,04214,207 11,454(1,487) (1,481)

18. Current Income Tax Rate 24.75% 2.8352,8473,2283,516(366)

8.61919. s 10.691s $9.814 8.657$ $$

(368)

(1,119) (1.115}Operating Income [line 15 minus line 18)

PRO FORMA WITNESS: BLANKENSHIP
1. Jurisdictional
2. Functionalized on Wages & Salaries

BLANKENSHIP
1. Jurisdictional
2. Assigned to System Benefits
(ERGSYSBENJ

BLANKENSHIP
1. Jurisdictional
2. Assigned lo Production Energy
(ENERGY1)

PRO FORMA

FUNCTIONAL\ZATION or
ALLOCATION FACTOR: [WlTNESS:

SNOOK]

(49) Adjustment to Test Year operations to annualize the accrual of Sundance maintenance costs as authorized in Decision No. 69663.

(50) Adjustment to Test Year operations to remove out ot period and miscellaneous items from the Test Year period.

(51) Adjust test year to amortize Cholla Unit 2 Regulatory Assetover the remaining plant lite instead of the accelerated method approved
in Decision No. 76295.

Suooortinq Schedules:
N/A

Recap Schedules:
to) C 1

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 21 of 22



ARIZONA PUBLIC SERVICE COMPANY
INCOME STATEMENT PRO FORMA ADJUSTMENTS

TEST YEAR ENDED
JUNE 30. 2019

(Thousands of Dollars)
(52)

Total Income Statement Adjustments

Line

No. Description
(a)

ACC

(CV)

(al
Total Co.

(CU)

$$1.
2.
3.
4.

5.612
(128,995)

(6,040)
(129.423)

5.612
(128.979)

(6.040)
(129,407)

Electric Operating Revenues
Revenues from Base Rates
Revenues from Surcharges
Other Electric Revenues

Total Electric Operating Revenues

s.
6.

(139,546)
10,123

(13&278)
9,871

Electric Fuel and Purchased Power Costs
Oper Rev Less Fuel & Purch Pwr Costs

Other Operating Expenses:
Operations Excluding Fuel Expense
Maintenance

Subtotal

7.
a.
9.

(206,505)
6,523

(199,982)

(202,308)
6,515

(195193)

145.961 144,73410.
11.
12.
13.
14.

(11 .105)
3,199

(58,965)

(12,268)

8.959
(62,330)

Depreciation and Amortization
Amortization of Gain
Administrative and General
Other Taxes

Total Other Operating Expense

15. 68.83672,453Operating Income Before Income Tax

16.
17.

Interest Expense

Taxable Income

27.903
40,933

27,324
45,129

24.75%18. Current Income Tax Rate 11,169 10,131

19. 58.705$$ 61 .284Operating Income (line 15 minus line 18)

PRO FORMA W ITNESS:

PRO FORMA

FUNCTIONALIZATION or

ALLOCATION FACTOR: IW ITNESS:

SNOOK]

Suononina Schedules:
N/A

Recan Schedules:
(a) C 1

NOTE: There may be variances in displayed values due to rounding.
Schedule C2
Page 22 of 22
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Powering the future
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APS Clean Energy Commitment

2050CLEAN ENERGY PATHWAY
2030

%1004 65
(Aspirational Goal)

l

l
%

(Estimated)

\~
»~ 41 \

\
CLEAN ENERGY COMMITMENTS

100% clean, carbon-free electricity by 2050

65% clean energy by 2030, with 45% of our generation portfolio from renewable energy

End our use of coal-fired generation by 2031

A CLEAN ECONOMIC FUTURE

Meet our responsibility to power a low-carbon economy in Arizona

Guided by sound science to advance a healthy environment

Marketdriven energy innovation and a strong Arizona economy are critical

Starting from an energy mix that is 50% clean, including energy efficiency and carbonfree

and clean energy from Palo Verde Generating Station

PATHWAYS TO 100% CLEAN

POLICY DECISIONSii Support policy decisions that leverage market-based technology
and innovation to attract investment in Arizona

3 EXISTING POWER SOURCES

EVOLVING MARKET-BASED SOLUTIONS¢ B'v

ELECTRIFICATION
1

Q .

MODERNIZATION OF THE ELECTRIC GRID9
§

Q ENERGY STORAGE SOLUTIONS

Near-term use of natural gas until technological advances
are available to maintain reliable service at reasonable prices

Participation in the Energy Imbalance Market provides access
to clean energy resources while saving customers money

Electrification will drive a cleaner environment and more
energy-efficient operations throughout the economy

Continue to advance infrastructure that is responsive and resilient
while providing customers more choice and control

Storage creates opportunity to take advantage of midday
solar generation and better respond to peak demand

aps.comlcleanenergy

NEXT STEPS: COLLABORATION, ALIGNMENT AND INNOVATION

Reliability and affordability are foundational

Collaborate with customers, stakeholders and regulators

- Promote economy-wide electrification of industry, transportation and buildings

Support innovation. research and development of new technology

COVER PHOTO
STACEY HOBIN I SR. ENVIRONMENTAL SCIENTIST

Talented and resourceful employees in STEM careers and across the Company
enable us to deliver clean, reliable and affordable energy to our customers.



i I
A MESSAGE FROM OUR CHAIRMAN,

PRESIDENT AND CEU

To our Shareholders:

II
l

4 In
1

I

On behalf of our Board of Directors, management and employees, I

invite you to participate in our 2020 Annual Meeting of Shareholders.

The meeting will be held at 10:30 a.m. (MST), Wednesday, May 20,

2020. Details regarding how to attend the meeting and the business to
be conducted are in the accompanying Notice of Annual Meeting and

Proxy Statement.
1

v,;4

.1MNow in my first full year as Chairman, President and CEO, I am honored

to lead Pinnacle West into a new phase of our Company's journey.

We take tremendous pride in our commitment to customers,

employees, the communities we serve across Arizona and

you, our shareholders. Pinnacle West achieved another year
of strong operational performance in 2019, led by our talented

and resourceful employees. You can learn more about those

accomplishments inside on pages 3-7, in the Annual Report that accompanies this

Proxy Statement and online at pinnaclewest.com.

My leadership team and I are focused on building on the foundation of operational excellence and

strong financial performance shaped by my predecessor, Don Brandt. We are grateful to Don for his
17 years at Pinnacle West, including a decade at the helm guiding our Company. His unwavering,
decisive leadership turned Pinnacle West into a stronger, more agile enterprise, greatly improved our

safety culture and made the communities we serve better places to live, work and play.

That foundation is serving our Company well as we continue into unquestionably a time of transition for

our industry, our state's energy future, and fulfilling the needs and expectations of our customers, Our
corporate strategy will address critical challenges ahead, including;

:

1

"We take tremendous

pride in our commitment

to customers, employees,

the communities we

serve across Arizona and

you, our shareholders."

@ Delivering cleaner energy without compromising affordability and

reliability for our customers;

@ Enhancing customer satisfaction with the services we provide;

8 Fostering a workplace culture that enables us to attract and
retain a diverse, inclusive workforce; and

@ Making investments in our system to meet our customers'

needs, support the state's economic and population growth, and

position our company for a sustainable future.

i2020 Proxy Statement



A MESSAGE FRDM OUR CHAIRMAN, PRESIDENT AND CEO

Also critical to our long-term success is building value for our shareholders. We acknowledge that the

Company underperformed compared to our historical track record for total shareholder return ("TSR")
in 2019. Increased regulatory uncertainty impacted shareholder confidence. We are already on a
more positive path forward by focusing on robust communication and collaboration with the Arizona
Corporation Commission l"ACC") and other stakeholders. We believe we have the right strategy and

team in place to once again meet your expectations for delivering consistent shareholder value and

meeting the needs of our customers and various stakeholders.

Our Board of Directors plays a vital role in establishing our corporate strategy. Their varied knowledge,
experience and skills bring crucial insights to developing near- and long-term goals and ultimately
overseeing our progress in building a more sustainable energy future and creating value for our

customers and shareholders.

One of our longtime Directors, Mike Gallagher, will retire from the Board as of the 2020 Annual Meeting.

We thank Mike for his many years of service; his deep knowledge of Arizona and valued counsel on

important issues facing our Company will be missed.

Finally, your vote is important to us. Whether or not you plan to participate in the Annual Meeting, we
encourage you to vote promptly. You may vote on the internet; by telephone; or by completing, signing,

dating and returning a proxy card or voting instruction form .

Thank you for your investment and continued support of Pinnacle West.

Sincerely,

t
Jeffrey B. Guldner

Chairman of the Board, President

and Chief Executive Officer

ii PlfWACLE\VEST
cAplinl El)llPUHAll0l



_ l'
A MESSAGE FROM OUR LEAD DIRECTOR

Dear Fellow Shareholders,
ll`
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On behalf of the Board, I thank you for your investment in Pinnacle
West. As we approach our 2020 Annual Meeting, I take this opportunity
to provide you with an update on how your Board is approaching and
addressing key areas of shareholder value, management succession
planning, and board refreshment. Through these areas, your Board is
positioning Pinnacle West for continued sustainable growth.

I 1

,

H "Jl \
vi \l

l
,8L

DRIVING SHAREHOLDER VALUE u l
lAs directors of Arizona's largest and longest-serving electric company,

we view operational excellence as paramount to long-term value
creation for our shareholders. Our management team continues to
drive outstanding operational execution while growing our business
and leveraging technology to promote a long-term sustainable energy future. As Jeff notes in his letter,
during 2019 our total shareholder value underperformed our historical track record. We believe Jeff and
his management team have the right strategy in place to drive shareholder value performance and the
Board will continue to focus on strategic matters of importance to our Company, including operations I
excellence, customer service and shareholder value.

EXECUTING 0N OUR MANAGEMENT SUCCESSION PLANNING

PROCESS

2

z...
:....
:.:

"This seamless CEO

transition reflects

the very deliberate

succession and

development plan

overseen by the Board,

who remains focused on

building a sustainable

leadership pipeline."

In August 2019, we announced that Jeff Guldner would succeed
Don Brandt as Chairman, CEO and President of Pinnacle
West and as Chairman of the Board and CEO of APS, effective

November 2019. This seamless CEO transition reflects the very
deliberate succession and development plan overseen by the Board,
who remains focused on building a sustainable leadership pipeline.
Jeff, who joined us in 2004, was promoted to the position of
President of APS in 2018 where he had responsibility for all aspects
of APS, excluding nuclear generation. He also served as Executive
Vice President, Public Policy of Pinnacle West. Given Jeff's long
tenure, as well as his operating experience and strong background
in legal and regulatory matters, your Board is confident that Jeff and
his management team will provide steady and thoughtful leadership.

On January 21, 2020, Maria Lacal took over as Executive Vice President and Chief Nuclear Officer,
succeeding Bob Bement in that role. Maria joined APS in 2007 as Director of Strategic Projects at Palo
Verde Generating Station. In 2011, she was promoted to Vice President of Operations Support and
subsequently promoted to Senior Vice President, Regulatory and Oversight in 2016. Prior to joining APS,
she served as Director of Operations Support for the nuclear division of Florida Power & Light Company

iii2020 Proxy Statement



A MESSAGE FROM OUR LEAD DIRECTOR

and held other management positions at Turkey Point Nuclear Plant. She becomes only the second
woman in the United States to be named a Chief Nuclear Officer and the first at Palo Verde, the nation's

largest energy producer for 27 consecutive years.

With a goal to align operations to support a future focused on customers, clean energy, economic
development throughout the communities we serve, and sustainable growth for the Company,

APS and Arizona, the Board, working with Jeff Guldner, made additional changes to the
management team. We promoted Daniel Froetscher to the position of President and Chief Operating

Officer of APS. Jim Hatfield was promoted to the position of Executive Vice President and Chief

Administrative Officer of Pinnacle West and APS, and Ted Geisler was promoted to the position of Senior

Vice President and Chief Financial Officer of Pinnacle West and APS. Ted has been Vice President

and Chief Information Officer of APS since February 2018. He previously held the positions Of: General
Manager, Transmission and Distribution Operations and Maintenance of APS; Director, investor Relations

of Pinnacle West; and Director, Transmission Operations and Maintenance of APS. Ted possesses the skill

set we believe is needed to be an effective and impactful CFO, such as having a deep understanding of our

business and industry, financial foresight, financial competence and a well-balanced perspective on risk.

We have strategically selected successors for our management team who we believe will lead our Company

successfully into the future with continued strong and sustainable performance.

ROBUST BOARD REFRESHMENT PLANNING PRACTICES

In addition to our deliberate and thoughtful approach to

management succession planning, the Board has been equally

mindful of its own refreshment practices to facilitate an orderly
transition of Board members. Since we adopted a Director

Retirement Policy in 2016, we have had one Board member retire

and we have added three new members to the Board. This year,

one of our current Directors, Mike Gallagher, is retiring under our

policy and will not stand for re-election at the Annual Meeting. We

thank him for his years of service. Our Company and our Board have
benefitted greatly from his counsel and guidance.

:::
.
:
:
..
.
.
:.
:.
:
:..

:.
»

In February 2020, we added Glynis Bryan to our Board. With more

than 20 years of CFO experience, Glynis brings additional financial,

audit and accounting, and public company board experience

to our Board, supplementing our current knowledge base and

positioning us for seamless transitions as our Board refreshment

process continues.

"As part of our Board

refreshment planning

process, we have

developed and continue

to update a matrix of

our Board members'

skills and experience,

assessing where we

need to augment certain

skills and experience

due to upcoming Board

retirements and/or our

future long-term plans,

while continuing our

focus on diversity among

OUT members."

:.

.
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A MESSAGE FROM OUR LEAD DIRECTOR

In February 2020, we reevaluated our Director Retirement Policy. The policy as drafted could have
resulted in long tenure solely by virtue of the person's age when he or she joined the Board. As such,
we amended the policy to add a 12-year term limit in addition to an age limit. The new policy provides

that a non-employee Director will not be eligible to be nominated for election or re-election as a member

of the Board if, as of the commencement of the term for which they are nominated, such Director will
have completed 12 years of service from the date of first election to the Board or attained 75 years of
age. We also added a provision that will allow the Board, if it determines that it is in the best interest of

the Company to do so, to extend such term limit to up to 15 years for a particular nominee, so long as

the average tenure of the overall Board is less than 10 years. We believe this combination of both a term

and age limit creates the most robust and effective policy.

We were also concerned about the turn-over rate of the Board members under the age-only policy in

light of the Company having a newly appointed CEO. Under the age only policy, we would experience
multiple years with more than one member scheduled to retire. We believe that it is in the best interests
of the Company to better stagger these retirements while Jeff gets more experience in the CEO role. As

such, we created a transition period that slowed the immediate turn-over rate, but provided a bridge
to the final policy. Through and until the 2024 Annual Meeting of Shareholders, a non-employee
Director shall be eligible for nomination for election or re-election as a member of the Board unless, as

of the commencement of the term for which they are nominated, such Director will have completed
12 years of service from the date of first election to the Board and the individual has attained 75 years
of age. During both the transition period and the time covered by the final policy, the policies will apply
regardless of the source of the nomination or whether the nomination was made at a meeting of the

Board of Directors, at an Annual Meeting or otherwise.

As part of our continued Board refreshment planning process, we have developed and continue to

update a matrix of our Board members' skills and experience, assessing where we need to augment
certain skills and experience due to upcoming Board retirements and/or our future long-term plans,
while continuing our focus on diversity among our members. We require our outside director search

firm to make diversity a focal point of all our searches, with a continued emphasis on women and

diverse candidates.

SHAREHOLDER-INFORMED CHANGES

Shareholder input is very valuable to the Board's decision-making. Pinnacle West has an established
shareholder engagement program where we engage with our shareholders throughout the year to

discuss issues or concerns and to answer questions. We learn a great deal through our engagement

program. Last year we had a shareholder proposal seeking to lower the percent of shares required to call

a special meeting of shareholders to 10%. You did not pass that proposal. In our off-season outreach,

it became evident that there is no clear consensus on what is the correct percentage. In recognition of

the fact that our shareholders support various percentages ranging from 25% to 10%, and that although
the proposal did not pass last year it did have significant support, we have responded by lowering the

percentage to 15%. We continue to believe that 10% is too low for the reasons we set forth in the Proxy
Statement starting on page 108.

We are pleased to report two consecutive years of strong say-on-pay support, with 93% in 2018 and

over 95% in 2019, which is the result of our engagement with you. We thank you for your input and
your support, and we invite you to read more about our compensation program in this Proxy Statement

starting on page 48.

v2020 Proxy Statement



A MESSAGE FROM OUR LEAD DIRECTOR

BOARD DVERSIGHT OF STRATEGY AND THE BUSINESS

Our independent Board members are expected to be active,
engaged and contributing members. Our discussions are focused

on oversight of Pinnacle West's business strategy, targeting the

Company's critical areas of focus of shareholder value, operational

excellence, environment, customer value, employees, security, and the

communities we serve. We are excited about our announcement of our

Clean Energy Commitment and our plan to deliver 100% clean energy

to our customers by 2050, with a near-term 2030 target of 65% clean

energy, with 45% of our portfolio coming from renewable energy.

"We are excited about

our announcement

of our Clean Energy

Commitment and our

plan to deliver 100%

clean energy to our

customers by 2050,

with a near-term 2030

target of 65% clean

energy, with 45% of our

portfolio coming from

renewable energy."

In 2019 we held a combined total of 35 Board and Board committee

meetings, including an all-day session at the Palo Verde Generating

Station. In addition to the Board meetings, our Directors have
focused on our shareholder engagement program and participated in

continuing director education sessions. In addition, Paula Sims and

Jim Trevathan recently attended the 2019 Goizueta Directors Institute

program "Improving Effectiveness of Nuclear Utility Board Members,"

a two-day program designed specifically for directors of companies with nuclear operations by the
Institute of Nuclear Power Operations, the National Academy for Nuclear Training, and the Goizueta

Business School at Emory University.

On behalf of the Board, I thank our shareholders for their time and feedback. I am pleased to provide
this additional window into the Board's activities in 2019 and express our commitment to running our
business for the long-term value creation for our shareholders. We appreciate your support at our 2020
Annual Meeting.

Sincerely,

Kathryn L. Munro

Lead Director
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NOTICE OFTHE 2020 ANNUAL MEETING

UF SHAREHOLDERS

.v .
VOTING ITEMS

BOARD

RECOMMENDATIONS
DATE AND TIME

@ FOR each director
nominee

Wednesday, May 20, 2020 at 10:30 a.m.,

Mountain Standard Time

@ FOR

IN
LOCATI0N GD/ FOR

Online at

vvvvw.virtualshareholdermeeting.com/PNW

.u...nn............. .. . ..................~
® AGAINST

8,
WHO CAN VOTE

1. To elect eleven directors to
serve until the 2021 Annual

Meeting of Shareholders

2. To hold an advisory
vote to approve executive
compensation

3. To ratify the appointment
of our independent

accountant for the year
ending December 31, 2020

4. A shareholder proposal
asking the Company
to amend its governing
documents to reduce the

ownership threshold to 10%
to call special shareholder
meetings, if properly
presented at the Annual

Meeting of Shareholders

All shareholders of record at the close

of business on March 12, 2020 are

entitled to notice of and to vote at the

Annual Meeting

ADVANCE VOTlNG METHODS

!
INTERNET

www.proxyvote.com

Your vote is important. Whether you plan to participate in the

Annual Meeting or not, please promptly vote by telephone,

over the Internet, by proxy card, or by voting instruction form.

By order of the Board of Directors,

p
TELEPHONE

x

: Diane Wood
1-800-690-6903

H
Corporate Secretary

April 6, 2020

The Proxy Statement and form of proxy are first being made

available to shareholders on or about April 6, 2020.MAIL

EXECUTIVE OFFICES ADDRESS:
Mark, sign, date, and mail your proxy

card or voting instruction form (a

postage-paid envelope is provided for

mailing in the United States)

PINNACLE WEST CAPITAL CORPORATION

Post Office Box 53999

Phoenix, Arizona 85072-3999
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PROXY STATEMENT SUMMARY

I

This summary highlights certain information about our business and information contained elsewhere
in this Proxy Statement. As it is only a summary, please read the complete Proxy Statement and 2019

Annual Report before you vote. The Proxy Statement and form of proxy are first being made available to

shareholders on or about April 6, 2020.

Who We Are

®

Gaps
APS is Arizona's largest and longest-

serving electric company that generates

safe, affordable and reliable electricity

for approximately 1.3 million retail and

residential customers in II of Arizona's

15 counties.

We are Pinnacle West Capital Corporation ("Pinnacle West",

"PNW" or the "Company"). We are an investor-owned
electric utility holding company based in Phoenix, Arizona

with consolidated assets of about $18 billion. For more than

130 years, Pinnacle West and our affiliates have provided energy

and energy-related products to people and businesses throughout

Arizona. Our success enables us to reinvest in our home state's
growth and give back to our communities, enhancing Arizona's

continued economic and cultural vitality.

Pinnacle West derives essentially all of our revenues and earnings from our principal subsidiary, Arizona

Public Service Company ("APS"). APS is a wholly owned, vertically integrated electric utility that provides
either retail or wholesale electric service to most of Arizona. APS is also the operator and co-owner of

the Palo Verde Generating Station - a primary source of carbon-free electricity for the Southwest and the

largest nuclear power plant in the United States.

our Strategy to Drive Value
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The Core is our strategic framework. It sets forth the basis

from which we operate by defining our vision, mission,

critical areas of focus, and values. The framework affirms

our corporate values of safety, integrity and trust, respect

and inclusion, and accountability. This is the foundation from

which our long-term strategy is built.
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The Core ties together many critical components to ensure

that we have a customer-focused culture and deliver

operational excellence. Our ability to thrive and grow

depends on the trust and goodwill of our customers and the

communities we serve. We recruit and retain great people,

and we empower them to be enthusiastic ambassadors for
our customers. We respond to customer needs by developing

new and innovative solutions to help them manage their own

energy use. By pursuing this customer-centric culture, we

create customer value that, in turn, builds shareholder value.
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PROXY STATEMENT SUMMARY

Strategic Priorities

The Core continues to serve as the foundation for all strategic and business initiatives. Our performance

metrics reinforce our highest priorities, including operational excellence, financial strength and
leveraging economic growth, in a tangible, measurable way.

Building on that foundation, the APS Business Plan is anchored by four pillars that align with industry
trends shaping our future and the way we do business;

Affordable@ Clean

o Deliver affordable energy for the benefit of
the customers and communities we serve

Build a clean energy future with our goal

to deliver 100% clean, carbon-free energy
to customers by 2050

Q
g ; Reliable

\

.@, Customer Focused
AEASafely and efficiently deliver reliable

energy to meet the needs of our customers

now and in the future

Develop new and innovative solutions,

products and services to meet the

changing needs of our customers

2019 Business Highlights

Shareholder Value

Our management team is committed to increasing shareholder value as a top priority. One area where we

underperformed compared to our historical track record was in total shareholder return, which combines
stock price appreciation with dividends paid, at 9% for the year. Increased regulatory uncertainty impacted

shareholder confidence. Our new focus on ensuring robust communication and collaboration with the ACC

and other stakeholders has already put us on a more positive path forward. We believe we have the right

strategy and team in place to meet your expectations for delivering consistent shareholder value.

vTOTAL SHAREHOlDER RETURN*
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PROXY STATEMENT SUMMARY

2019 Financial and Operating Highlights
. . . . . . . . ....

6`@ Maintained strong
credit ratings from
all three rating
agencies

APS continued successful operation of
Palo Verde Generating Station, a
nuclear energy facility that is the largest
clean-air generator in the United States

9 PNW increased its
dividend for the 8"'
consecutive year,

by 6%
, .. . ..........

.

.........

,. .. ....

.

@@ Robust training and development APS finished 2019 with its best ever historical
SAIFI (System Average Interruption Frequency
Index) reliability performance (excluding
voluntary and proactive fire mitigation
impacts) - SAIFI is the average number of
interruptions a customer experiences in a year

opportunities for employees, including
leadership academies, rotational programs,
individual development plans, mentoring
programs, industry certifications and loaned
executive programs

2019 Sustainability Highlights

@
@

@

Total groundwater consumption was 22% below 2014 levels

Pinnacle West was named to the Climate Change and Water Security "A Lists" by global
environmental impact nonprofit CDP, the only U.S. electric utility and just l of 10 U.S. companies
with A's in both categories

Pinnacle West obtained an Environmental Sustainability and Governance "A" rating from Morgan
Stanley Capital international ("MSCl") (as of June 25, 2019)

Recognition
.......... ......................

@
.

@ Earned Smart Electric
Power Alliance's
Innovative Partner of the

Named to the annual
ranking of the world's
Top 100 Green Utilities
by Energy Intelligence's
El New Energy

9 Honored by Public Lands
Alliance with Corporate
Stewardship Award for
support of Grand Canyon
Conservancy

Year with EnergyHub
for Cool Rewards smart
thermostat residential
program

. . . . .... ..,

4

4

o

.

.... ......

*3;<89§= ,a>I . \ill iK " i" i ; $4\

k.
E
A

AusT
zox9

4.-

x
11

I44993
A l JST
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we're leading on climate

transparency and action

As a Water A List com an

we're leading corporate

transparency on

water risk
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PROXY STATEMENT SUMMARY

Environmental Achievements

Through our clean energy plan we are committed to providing clean, reliable and affordable electricity in

order to achieve a sustainable future for our Company and our customers.

Carbon Management

i\ I

/ \

Effectively reducing our carbon intensity and deploying

a diverse, increasingly cleaner energy mix is good for 0 ur

customers, our communities and the environment. 09
0679.

•

rLQ\"
'S\

~*°''

§
8
§9Z

35
6

15
Q

65% S\:b.

.

50% of our diverse energy mix is carbon free

Commitment to provide 100% clean, carbon-free energy

by 2050

Goal to achieve a generation portfolio with 45% renewable

energy by 2030

Commitment to end our use of coal-fired generation by

20.31

Energy Innovation
(859

Our 10 grid-scale solar plants
are powered by more than

1 million solar panelsAPS is in the midst of one of the greatest periods of change

in our Company's 130-plus year history.
.j¢'..

I.

• 1 MILLION
1,828 MW of renewable capacity today

Plan to add at least 950 MW of clean energy technologies,

including solar and storage, by 2025 solar panels

Reducing Water Consumption
QUO

CUNSERVATIUN OF NON-RENEWABLE

WATER SUPPLIES

Decrease from 2014 baseline usage

Operating in the water-constrained Southwest
desert, APS is challenged to maximize our use of

water resources.

14%
_ _

22%
3G03l Actual

.

.
22% reduction in groundwater use since 2014

20 billion gallons of wastewater recycled each year
to cool Palo Verde Generating Station

,.
To learn more about our sustainability efforts, please see our Corporate ReSponsibility Report located on our website

(www.p.nnaclewest.com).
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PRDXY STATEMENT SUMMARY

Human Capital Management

Our commitment to our employees is demonstrated through robust policies, practices and programs that

attract and retain strong talent to the organization.

Focused on our People89

We invest in programs for the attraction, retention and development of a diverse, highly

skilled workforce;
.. ............ . . . ............ .

RetentionAttraction Development

•..

.
.

•.
.

.

Robust employee

engagement, including 10
Employee Network Groups

(see inside back cover)

Average employee tenure

of 12 years due to strong

talent strategy

Total turnover for 2019 was

7.5% (3% of which were
related to retirements)

. Competitive benefits,

including:

.
•

.

.

.

.

.

Retirement benefits

Parental leave

Disability and life
insurance benefits

Available tuition

assistance and employee

discounts

Internship Programs: 61

summer interns in 2019,

61% of whom were diverse

Apprentice Programs: 162
apprentices in the programs,

41 of whom joined in 2019

Incoming Engineer Programs:

New Engineers in Operations

Program (FossiI); Legacy

Engineer Program (Palo
Verde); Rotational Engineer

Program (Transmission

and Distribution)

Strong commitment to our
communities: Our Company

values and encourages
active engagement by

our employees in the
community, which is

attractive to new employees

Graduated 115 employees from
our leadership academies in 2019

87% of officers, including our

CEO, were promoted from

leadership positions within the

Company")

96% of officer positions have

"ready-now" replacements

identi1'ied'2'

100% of director-level positions

have "ready-now" replacements

identifiedl2'

A wide variety of training and

development opportunities,

including leadership academies,

rotational programs, mentoring
programs, industry certifications,

and loaned executive programs

External executive training

programs for officers

(1) As of March 12, 2020.

iz) As of December 31, 2019.

6 PII\ \ lACLE \VEST
C.lFIIAl cosrvuunIlon



PROXY STATEMENT SUMMARY

pp, Diversity and Inclusion

Our employee engagement is rooted in respect, diversity and inclusion;
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Employee diversity:

New hires in 2019:

30% of all officers are female9 APSsigns UNITY Pledge supporting full inclusion and equality

in employment, housing and public accommodations for al/

Arizonans, including the LGBTQ community

4.
'I'

., . ..
.

.

.

.

, .......|.

..
un......... ..

.

32% are ethnically or racially diverse

• 24% are female
17% are veterans

44% were ethnically or racially diverse

29% were female

17% were veterans

(I)

Received the Torch of Liberty award from
the Arizona Anti-Defamation League in 2019
for our support of diversity and inclusion

in As of March 12, 2020.

Safety and Security@
At APS, a commitment to safety and security is fundamental to our business.

.

.
Top quartile safety record for OSHA recordable injuries compared to peer electric utilties

35% decrease in lost work time due to OSHA recordable injuries in 2019 vs. 2018

Social Capital

We are committed to being a premier corporate citizen while serving Arizona's energy needs.

@

@

@ Spent approximately $400 million with

In May 2020, APS will be graduating its
22nd Diverse Supplier Training Program
participants, including small and diverse
business owners

diverse suppliers

... ..

@ 9

@ Employees pledged $2.4 million through our
Company-sponsored charitable giving program,
through which the Company provides a 50%
match

Contributed a total of $9.8 million to 0 ur
communities, with $3 million invested in
education

Employees donated an estimated 90,000
volunteer hours to community organizations

APS linemen set87 poles and ran 7.5 miles
of electric lines, bringing electricity to
families on the Navajo Nation for the first time

72020 Proxy Statement



PROXY STATEMENT SUMMARY

Governance Practices
Our strong corporate governance practices demonstrate the Board's commitment to enabling an
effective structure to support the successful execution of our strategic priorities.

it

ii
IBoard Independence

.

Board Oversight

• Robust management succession planning

.
.

Board oversight of strategy and increased
emphasis on environmental, social, and
governance practices

Shareholder Rights

.

Independent Lead Director role with clearly
defined and robust responsibilities

Ten of our eleven director nominees are
independent and the members of all of the
Board Committees are independent

10/11
independent
director nomineesO Reduced threshold to call a special meeting

to 15%
.

Board Performance

..

.

.
.

Annual Board, Committee and individual
Director evaluations and discussions with the
Lead Director

Director skills and experience necessary to
provide oversight of our strategy and operations

. Robust Board refreshment, with director
retirement policy

Annual elections of all directors with
cumulative voting

No poison pill plan or similar anti-takeover
provision in place

No supermajority provisions in our Articles of
Incorporation or Bylaws

Proxy access rights allowing up to 20
shareholders owning 3% of our outstanding
stock for at least 3 years to nominate Ur) to
25% of the Board

ass
Proxy Access

i
3% | 3 years | 20 shareholdersI

8 PII\\lACLE WEST
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PROXY STATEMENT SUMMARY

Shareholder Engagement
We have an established shareholder engagement program to maintain a dialogue with our shareholders

throughout the year. Each year we strive to respond to shareholder questions in a timely manner,

conduct extensive proactive outreach to investors, and evaluate the information we provide to investors

in an effort to continuously improve our engagement.

Shareholder Outreach Board Access
i
l

50%
In 2019, we contacted the holders of

approximately 50% of the

shares outstanding.>
Our Board is focused on shareholder feedback. Our Lead

Director and other members of the Board, depending on

the topic to be discussed, have participated in shareholder

discussions, providing shareholders with direct access to

the Board.

v
MATTERS DISCUSSED IN OUR FALL 20I9 OUTREACH

•
.
.
.

.

.
•
.

Our people

Executive compensation

Sustainability

Shareholder rights

Our strategy

Our performance

Our carbon management

Succession planning at the senior
leadership level and Board refreshment

We Listen to our Shareholders

What our shareholders think is important to us and we want to ensure we have the opportunity to engage directly with

our shareholders. We seek to maintain a transparent and productive dialogue with our shareholders. Each year we take
feedback from our shareholders, ESG rating agencies and organizations, and other stakeholders to ensure our strategy and

focus align with the interests of our shareholders and community.

v
BUARD RESPUNSIVENESS

In response to feedback we've received, we improved shareholder rights by decreasing the

number of shares required to call a special meeting of shareholders from 25% to 15%, refined

our executive compensation program to further align pay-for-performance - as detailed in the

CD&A - and we announced our bold aspiration to serve customers with 100% clean, carbon-free
energy by 2050. in addition, we set an interim target to achieve 65% clean, carbon-free energy
and 45% renewables by 2030.

92020 Proxy Statement
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Board Highlights

I4:QUO
M

( 8i 8i
RICHARD p. rox
INDEPENDENT
Independent Consultant and former
Managing Partner of Ernst & Young

JEFFREY B. GULDNER
Chairman of the Board, President
& Chief Executive Officer of
Pinnacle West and Chairman

and CEO of APS

2014
Age: 72

Director since:
Committees:®" ®EB

Age 54
Director since: 2019

Committees: None
+9 VuJa *

so4€1'
Diversity0 DENIS A. CORTESE, M.D.

INDEPENDENT
Director, Health Care Delivery and
Policy Program, Arizona State
University, and Emeritus President

and CEO of the Mayo Clinic

Male

Female

oneness.
. . .3/11

(5

A8&: 75
Director since: 2010 .
Committees: are gender diverse:

Mses. Munro,
Bryan and Sims
are women f

10/11
i . - . . ,I Q independent

director nominees2/1 I
GLYNIS A. BRYAN
INDEPENDENT
Chief Financial Officer, Insight

Enterprises, Inc. Race/Ethnicity

Mr. Lopez and
Ms. Bryan are
racially or
ethnically diverse8

we .
Age; 61

Director since: 2020

Committees:

Other

Diverse

. . . . . . . . .

. .®
DAVID p. WAGENER
INDEPENDENT

Managing Partner, Wage fer
Capital Management

JAMES E. TREVATHAN, JR.

INDEPENDENT

Former Executive Vice President and Chief

Operating Officer, Waste Management, Inc.
A8&: 65
Director since:

Committees;

2014
®®®

Age: 66
Director since; 2018
Committees: ® V

'~»
./
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PROXY STATEMENT SUMMARY

H
-Js-r

0.9
I

8.,b/

DALE E. KLEIN, Ph.D.

INDEPENDENT

Professor of Mechanical Engineering,

University of Texas at Austin

2010

HUMBERTO s. LOPEZ

INDEPENDENT

Chairman of the Board, HSL Properties

Age; 72
Director since
Committees:®®

®I l

Age: 74
Director since; 1995
Committees; @

Tenure

g.5 years
average

tenure

05 years

6-10 years

Over 10 years

. . . .

. . . .

. . .

Independent Directors
we

KATHRYN L. MUNRO

LEAD DIRECTOR

Principal, BridgeWest, LLC 'i
r
11

NonIndependent

. none

. . . . .

. Age: 7 I
Director since: 2000
Committees:_J et[ 3®®

54%
of our board will retire by

the 2025 Annual Meeti
of Shareholders In

Since the adoption of

our retirement policy,

two independent Directors

have retired and three new

independent Directors

ha ve  b e e n "iiiiiiI
BRUCE I. NORDSTROM

INDEPENDENT
Vice President and CPA,
Nordstrom & Associates, p.c.

B
Age: 70
Director since: 2000
Committees: re @

PAULA J. SIMS

INDEPENDENT

Professor of Practice and Executive Coach,

UNC Kenon Flagler Business School

Age: 58

Director since: 2016

Committees:®® I
\  ¢8

, 48Q

® CD Finance

FE Financial Expert@
@
®

Corporate Governance

Nuclear and Operating

Committees:

Audit

Human Resources

Chair. . . . .
112020 Proxy Statement



PROXY STATEMENT SUMMARY

DIRECTORS' KEY SKILLS AND EXPERIENCE
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Audit Expertise

Finance/Capital Allocation

Financial Literacy and Accounting

Investment Experience

Business Strategy

Complex Operations Experience

Corporate Governance ..,....-,.*.

Customer Perspectives

Extensive Knowledge of Company's Business

Environment ..__lI ....._.-..
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THE COMPANY'S INDUSTRY

PUBLIC POLICY AND REGULATORY COMPLIANCE

RISK OVERSIGHT AND RISK MANAGEMENT I
9 @T@T@

CEO/Senior Leadership

Public Board Service

Human Capital Management

Nuclear Experience

Utility Industry Experience

Government/Public Policy/Regulatory

Risk Oversight and Risk Management
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NEWSKILLSADDEDTDTHE BOARD

Since the adoption of our Director Retirement Policy in 2016, we have added three independent
Directors, bringing integral skills to the Board through utility industry experience, executive level
operations experience, and finance, audit and accounting experience, including;

..

..
•.
..
••
..

Government, Public Policy and Regulatory

Human Capital Management

Nuclear Experience

Public Board Service

Risk Oversight and Risk Management

Utility Industry Experience

Business Strategy

Finance/Capital Allocation

Financial Literacy and Accounting

Complex Operations Experience

Corporate Governance

CEO/Senior Leadership Experience
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PROXY STATEMENT SUMMARY

Executive Compensation Program

Our compensation program is designed to be transparent with a clear emphasis on putting pay at risk
and retaining key executives. our executive compensation philosophy centers on the core objectives of
maintaining alignment with shareholder interests and retaining key management.

Our incentive program structure and metrics are designed to drive sustained value creation for
shareholders, with incentive compensation tied to the Company's TSR, earnings, and the achievement of
measurable and sustainable business and individual goals. See the CD&A on page 49 for further details.

Performance LinkPay Element"'

Annual Base Salary

Fixed cash compensation
29.3%

..-.....,_....................., ~ . . - . . - . .

Annual Incentives

23.6% At risk cash compensation

Measurement Period: 1 year

Relative TSRLung-Term Incentives

Earnings

Former CEO: 62.5%

Current CEO & Other NEOs(2': 50.0%

Business Unit Performance

Former CEO; 37.5%

Current CEO & Other NEOs'2): 50.0%

5 0 %

47.I %

At risk equi ty compensation

Measurement Period: 3 years
Relative Operational Performance

50%
. ....., .., .....,

70%
Perturmance

Shares

c
J

Stock Price
Measurement Period: Vest ratably over

4 years30% Restricted
Stock Units ("Rsu")

' " The respective pay element percentages are inclusive of the former and current CEOs and the other NEOs.

can Named Executive Officers ("NEO") identified on page 49, excluding the CEOs.

2019 FORMER CEO

TOTAL COMPENSATION

2019 CURRENT CEO

TUTAL COMPENSATION

2019 AVERAGE FOR UTHER

NEOs' TOTAL COMPENSATION

17 .3%

Base
Salary

23 .4%

Base
Salary

BT.T%

33.8%
Base

Salary
83% ATRISK 77% AT RISK 6 5 % AT RISKLong Term

Incentive"

54.7%
Long Term

Incentive

21 .9%
Target Annual

Incentive

41 .7%
Long Term

lncenlive'2'
21 .5%

Annual
IncentiveQ Q CD 24.5%

Target Annual

Incentive

l
RSUs30%

(II

szr

Excludes 2017 CEO Performance-Contingent Award (defined on page 55).

Mr. Smith's 2019 annual awards were 60% Performance Shares and 40% RSUs.
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PROXY STATEMENT SUMMARY

Historical Say-on-Pay Results
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Our Board is focused on shareholder feedback,

including with respect to our compensation program.

While we have historically had strong support for our
program, after a disappointing say-on-pay vote result

in 2017, significant changes were made in direct

response to our shareholder outreach and feedback
provided to the Board, resulting in a "for" vote of

93.1% in 2018. Further changes were made in 2019

strengthening our program, resulting in a "for" vote of

95.6%

I
.:.

0 I
820182016 20172015 32019

Executive Compensation Enhancements

We are committed to actively engaging with our shareholders and to make changes to our compensation

program to ensure that it represents our strong commitment to our pay-for-performance philosophy.

Over the past several years, we have undertaken the following enhancements:

Enhanced Rigor of Performance-Based Plans

. Starting in 2020, TSR-based performance shares for the CEO and Executive Vice Presidents will

require relative outperformance for target vesting (will vest at target only if three~year relative TSR
performance equals or exceeds 55th percentile (up from 50th percentile)

Increased Percentage of At-Risk Compensation

. Since 2016, performance shares for our CEO and Executive Vice Presidents have increased from 55%

of long-term incentive to 70% of long-term incentive

Streamlined Executive Incentive Plans

.

.

Discontinued use of separate CEC) incentive plan to simplify reporting and improve alignment across

the executive team

Lowered CEO target amount to ll0% of base salary from previous midpoint of 125%

Adopted Clawback Provisions

. Adopted a formal clawback policy covering short- and long-term incentive awards beginning in 2018,
with separate clawback provisions added to performance shares and annual incentive plan awards in
2016

14 PlI\\lACLE\VEST
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INFORMATION ABOUT OUR BOARD AND

CORPORATE GOVERNANCE

Director Nomination Process

Director Qualifications

The Bylaws and the Corporate Governance Guidelines contain Board membership criteria that apply

to nominees recommended for a position on the Board. Under the Bylaws, a director must be a

shareholder of the Company. The Corporate Governance Committee is responsible for identifying and
recommending to the Board individuals qualified to become Directors. The Board believes that its

membership should be composed of a combination of knowledge, skills, and experience in the areas

discussed below.

SKILLS AND EXPERIENCE POSSESSEO BY OUR BOARD AS A GROUP

FINANCE ANO ACCOUNTlNG

Audit Expertise

Finance/Capital Allocation

2/11

4/11

Financial Literacy/Accounting

8/11

Investment Experience

As a publicly traded company subject to the

rules of the Securities and Exchange Commission

("SEC") and the New York Stock Exchange

("NYSE"), and because we operate in a complex

financial environment and are regulated by multiple

regulators, we require strong financial, accounting

and capital allocation skills and experience.

_

_

_

_ 3/11

BUSINESS OPERATIONS AND STRATEGY

Business Strategy

5/11

Complex Operations Experience

4/11

Corporate Governance

3/11

Customer Perspectives

4/11

As a large organization with complex operations,
our Board must have a comprehensive

combination of skills and experience in business
operations and strategy in order to guide the

development of our near- and long-term operational

and strategic goals, which requires knowledge

about the Company, our business environment and

our customers' perspectives.
Extensive Knowledge of Company's

Business Environment

_

_

_

_ 4/11
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INFORMATION ABOUT OUR BOARD AND CORPORATE GOVERNANCE

......¢

CEO/Senior Leadership

B/11

Public Board Service
4/11

_
-

_Human Capital Management

8/11

Leadership experience in a large organization,

at both the management and director level,

provides directors with the ability to effectively
oversee management in setting, implementing

and evaluating the Company's strategic objectives

as well as providing invaluable experience in

developing, implementing and maintaining

the policies and practices for managing an

effective workforce.

LARGE ORGANIZATIONAL LEADERSHIP

THE COMPANY'S INDUSTRY

Nuclear Experience

2/11

Utility Industry Experience

4/11

-
_

_
Government/Public Policy/Regulatory

6/11

PUBLIC POLICYAND REGULATORY COMPLIANCE

RISK OVERSIGHT AND RISK MANAGEMENT

Risk Oversight and Risk Management

_ 9/11

Possessing an understanding of both the utility

industry and the nuclear industry is important

to understanding the challenges we face as we

develop and implement our business strategy.

Operating in the heavily regulated utility industry,

we are directly affected by public policy and
the actions of various federal, state and local

governmental agencies.

Operations in our industry require the development

of policies and procedures that allow for the
oversight of and effectively manage risk.

16 PII\ \ IACLE\VEST
APIIAI CJRPONhlII)¢



INFORMATION ABOUT OUR BOARD AND CORPORATE GOVERNANCE

The Board believes that diversity, utilizing a broad meaning that includes race, gender, background,
ethnicity, accomplishments, and other traits, is an important consideration in selecting candidates.
We require our outside director search firm to make diversity a focal point of any of our searches,
with an emphasis on women candidates. Additionally, each Director should possess the following
core characteristics;

High Standards

Informed Judgment

Integrity and
Accountability

......_*.

Time and Effort

..._-...._

Other Commitments

Stock Ownership

We look for individuals that set high standards and expectations for themselves
and others and the accomplishment of those standards and expectations.

Directors should be thoughtful in their deliberations. We look for individuals who
demonstrate intelligence, wisdom and thoughtfulness in decision-making. Their
decision-making process should include a willingness to thoroughly discuss
issues, ask questions, express reservations and voice dissent.

Directors should act with integrity. We look for individuals who have integrity and
strength of character in their personal and professional dealings. Our Directors
should be prepared to be, and are, held accountable for their decisions.

Directors should spend the necessary time to properly discharge their
responsibilities as directors, including reviewing written materials provided to
the Board or committee in advance of Board or committee meetings. Directors
are expected to be present at all Board meetings, the Annual Meeting of
Shareholders, and meetings of committees on which they serve. We also expect
our Directors to make themselves accessible to management upon request.

We expect our Directors to monitor their other commitments to ensure that these
other commitments do not impact their service to our Company. Directors may
not serve on more than three other boards of public companies in addition to
the Pinnacle West Board without the prior approval of the Corporate Governance
Committee. A director may not serve as a member of the Audit Committee if
he or she serves on the audit committees of more than three public companies
(including the Company) unless the Board determines that such simultaneous
service would not impair the ability of such member to effectively serve on the
Company's Audit Committee.

We expect our Directors to have investments in the Company's stock that align
with our shareholders. Our Directors are expected to comply with our Director
Stock Ownership Policy.
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INFORMATION ABOUT OUR BOARD AND CORPORATE GOVERNANCE

Selection of Nominees for the Board

The Corporate Governance Committee uses a variety of methods to identify and evaluate nominees for a

director position;

Board Size:

9 The Corporate Governance Committee regularly assesses the appropriate

8 size of the Board, including whether any vacancies on the Board are

5 expected due to retirement or otherwise.

Board Knowledge,

Skills, Expertise
and Diversity:

E The Corporate Governance Committee considers whether the Board

8 reflects the appropriate balance of knowledge, skills, expertise, and
: diversity required for the Board as a whole.

SourcingCandidates:

Candidates may be considered at any point during the year and come
to the attention of the Corporate Governance Committee through current

Board members, professional search firms or shareholders. The Corporate

Governance Committee evaluates all nominees from these sources against

the same criteria .

Other than Ms. Bryan, all Directors were elected at the 2019 Annual Meeting of Shareholders. In
recruiting Ms. Bryan, the Corporate Governance Committee retained the search firm of Spencer Stuart

to help identify director prospects, perform candidate outreach, assist in reference and background
checks, and provide related services. Candidates who passed the initial screening were then interviewed
by members of the Corporate Governance Committee, Messrs. Brandt and Guldner, followed by the full

Board. The Corporate Governance Committee recommended Ms. Bryan for Board membership, and she

was added to the Board in February 2020.

SHAREHOLDER RECOMMENDATION or BOARD CANDIDATES FDRTHE 2D2D ANNUAL MEETING

Shareholder nominations for a director to the Board must be received by the Corporate Secretary at the

address set forth below by November 20, 2020 ("Sharehoider Nomination");

Corporate Secretary
Pinnacle West Capital Corporation

400 North Fifth Street, Mail Station 8602

Phoenix, Arizona 85004
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INFORMATION ABOUT OUR BOARD AND CORPORATE GOVERNANCE

PRDXY ACCESS

In February 2017, our Board amended the Bylaws to provide, among other things, that under certain
circumstances a shareholder or group of shareholders may include director candidates that they
have nominated in our annual meeting proxy statement - "proxy access". Under these provisions,
a shareholder or group of up to 20 shareholders seeking to include director nominees in our annual
meeting proxy statement must own 3% or more of our outstanding common stock continuously for at
least the previous three years. Generally, the number of qualifying shareholder-nominated candidates
the Company will include in its annual meeting proxy materials will be limited to the greater of 25% of
the Board or two candidates. Based on the current Board size of 12 directors, the maximum number of
proxy access candidates we would be required to include in our proxy materials is three.

Nominees submitted under the proxy access provisions that are later withdrawn or are included in
the proxy materials as Board-nominated candidates will be counted in determining whether the 25%
maximum has been reached. If the number of shareholder-nominated candidates exceeds 25%,
each nominating shareholder or group of shareholders may select one nominee for inclusion in our
proxy materials until the maximum number is met. The order of selection would be determined by the
amount (largest to smallest) of shares of our common stock held by each nominating shareholder or
group of shareholders. Requests to include shareholder-nominated candidates under proxy access
must be received by our Corporate Secretary at the address set forth above not earlier than the close of
business on November 7, 2020 nor later than the close of business on December 7, 2020. The number
of qualifying shareholder-nominated candidates the Company will include in its proxy materials under
proxy access will be reduced on a one-for-one basis in the event the Company receives a Shareholder
Nomination, but at least one qualifying shareholder-nominated proxy access nominee will be included in
the proxy materials.

In all cases, shareholders and nominees must also comply with the applicable rules of the SEC and the
applicable sections of our Bylaws relating to qualifications of nominees and nominating shareholders
and disclosure requirements.

Board Effectiveness

Board Refreshment Planning

Our Board has developed a robust plan to refresh the Board and its leadership significantly over the next
several years and beyond. The plan is designed to continue to provide for a well-qualified, diverse and
highly independent Board, with the requisite experience and skills to provide effective oversight. This
plan includes the identification of the current key skills and experience possessed by our members. A
matrix of current key skills and experience possessed by our Board is on page 12. The identification
of these skills and experiences, combined with a comprehensive Board evaluation process, provide
visibility into the skills and experience leaving our Board in the future and allows for the identification

of additional skills, experience or expertise needed to facilitate the Company's long-term strategy. This
information is taken into account when identifying director nominees during the recruitment process.

Board refreshment is overseen by the Corporate Governance Committee, which regularly assesses

whether the composition of the Board reflects the knowledge, skills, expertise, and diversity appropriate
to serve the needs of the Company.
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INFORMATION ABOUT OUR BOARD AND CORPORATE GOVERNANCE

Director Retirement Policy

Under the Company's Corporate Governance Guidelines, an individual was not eligible to be nominated
for election or re-election as a member of the Board of the Company or APS if, at the time of the
nomination, the individual has attained the age of 75 years. In February 2020, we reevaluated our
Director Retirement Policy. The policy as drafted could result in long tenure solely by virtue of the
person's age when he or she joined the Board. As such, we amended the policy to add a 12-year term
limit in addition to an age limit. The new policy provides that a non-employee Director will not be eligible
to be nominated for election or re-election as a member of the Board if, as of the commencement of
the term for which they are nominated, such Director will have (i) completed 12 years of service from
the date of first election to the Board or (ii) attained 75 years of age. We also added a provision that will
allow the Board, if it determines that it is in the best interest of the Company to do so, to extend such
term limit to up to 15 years for a particular nominee, so long as the average tenure of the overall Board
is less than 10 years. We believe this combination of both a term and age limit creates the most robust
and effective policy.

We were also concerned about the turn-over rate of the Board members under the age-only policy in
light of the Company having a newly appointed CEO. Under the age only policy, we would experience
multiple years with more than one member scheduled to retire. We believe that it is in the best interests
of the Company to better stagger these retirements while Jeff gets more experience in the CEO role. As
such, we created a transition period that slowed the immediate turn-over rate, but provided a bridge
to the final policy. Through and until the 2024 Annual Meeting of Shareholders, a non-employee
Director shall be eligible for nomination for election or re-election as a member of the Board unless, as
of the commencement of the term for which they are nominated, such Director will have completed
12 years of service from the date of first election to the Board and the individual has attained 75 years
of age. During both the transition period and the time covered by the final policy, the policies will apply
regardless of the source of the nomination or whether the nomination was made at a meeting of the
Board of Directors, at an Annual Meeting or otherwise.

v

20% of our Board has been refreshed

Directors added or retired since the
adoption of our Director Retirement Policy:

., 2016 • Paula J. Sims added

retired2018 Roy A. Herberger, lr.

2018 • James E. Trevathan added

Since the adoption of our Director Retirement
Policy, three independent Directors have been
added and two members of the Board will have
retired as of May 20, 2020. Under our current
policy, over 50% of our current Board will retire by
the 2025 Annual Meeting of Shareholders.

2020 Glynis A. Bryan added Average tenure decreased by 22% since 2016

. Michael L. Gallagher retired
Our average tenure decreased from 12.2 years as
of May 2016 to 9.5 years as of May 2020.

May
2020
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INFORMATION ABOUT OUR BOARD AND CORPORATE GOVERNANCE

OUR BOARD EVALUATION PROCESS

1
.

•
.

•
•

Board Evaluation

Director Self-Evaluation2

Each Director completes a
comprehensive evaluation
of Board and Committee
performance

Reviewed on a one-year stand-
alone basis and three-year basis
to identify year-over-year trends

Each Director evaluates different
areas of his or her performance
as a Director

.

.

.

.

3 One-on-One Discussions

Conducted by Lead Director, who
initially reviews the assessment
results, in a formal annual call

.

.

.

.

.

Topics covered include, among others;

Board composition and effectiveness

Competency and accountability

Deliberations and administration

Committee effectiveness

Specific skills, experience and expertise recommended by
Directors to be added or enhanced

Topics covered include, among others;

Independence

Knowledge and expertise

Judgment and skills

Participation and contribution to collective decision-making

Topics covered include, among others;

The Board, its functions and membership

Board and Committee structure

Processes for effective communication and feedback

Director's plan with respect to continuing Board service

Any other topic the individual Director desires to discuss

The Lead Director is prepared
to have hard conversations, if
necessary, to keep the Board,
and each individual Director,
functioning at a high level

...._....

Evaluation Results4

5-
....».»..................... ,

Feedback Incorporated

The results of the evaluations and calls are presented
to the Corporate Governance Committee and full Board
each February

Based on the evaluation results, changes in practices or
procedures are considered and implemented as needed

This process provides the Board the ability to assess the overall functioning of the Board as a whole,
and identify any skills, experience or expertise needed to continue to provide effective oversight of the
Company's long-term strategy. This process also allows the Board to identify any areas of concern, both
with respect to the Board overall and with respect to individual performance. As performance issues are
identified, they are addressed by the Lead Director and the Chairman as needed.

Director Onboarding

Upon election to the Board, all new Directors attend a Director orientation program tailored to each
Director based on their past individual experience. After Mr. Trevathan was elected to the Board, he
received detailed information and materials about our Company, business and operations. He attended
an orientation that took place over several days and included meetings with management from multiple
business units, presentations on topics of significance to the Company and our industry, and site visits

to our Deer Valley customer service and operations facility as well as the Palo Verde Generating Station.
A similar orientation is in process for Ms. Bryan.
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INFORMATION ABOUT OUR BOARD AND CORPORATE GOVERNANCE

Director Education

Directors are provided with continuing education opportunities both within the Company and externally.
In addition to the Company-hosted educational opportunities provided, Directors are invited to attend
Palo Verde Off-Site Safety Review Committee meetings that typically occur three times per year, site visits

to a number of our plants and other facilities are arranged, and Directors are encouraged to attend a
variety of industry and public board-related symposia and conferences throughout the year. Additionally,
Directors are permitted to participate in other educational opportunities relevant to the Company and
submit such record of attendance for credit in our program.

Director Resignation Policies

v
We employ a plurality voting standard with a director resignation policy because we believe a majority

voting policy is inconsistent with cumulative voting, which is mandated by the Arizona Constitution.

With respect to the election of directors, the Company's Bylaws provide that in an uncontested election,
a director nominee who receives a greater number of votes cast "withheld" for his or her election than
"for" such election will promptly tender his or her resignation to the Corporate Governance Committee.
The Corporate Governance Committee is required to evaluate the resignation, taking into account the
best interests of the Company and its shareholders, and will recommend to the Board whether to accept
or reject the resignation.

Under the Company's Corporate Governance Guidelines, upon a substantial change in a director's
primary business position from the position the director held when originally elected to the Board, a
director is required to apprise the Corporate Governance Committee and to offer his or her resignation
for consideration to the Corporate Governance Committee. The Corporate Governance Committee will
recommend to the Board the action, if any, to be taken with respect to the tendered resignation.

Board and Committee Structure

The Board's Leadership Structure

LEAD DIRECTOR

Kathryn L. Munro serves as the Company's Lead Director and chairs the Corporate Governance
Committee. The Lead Director performs the following duties and responsibilities as set forth in our
Corporate Governance Guidelines;

.

.

Serves as a liaison between the Chairman of the Board (the "Chairman") and the
independent Directors;

Advises the Chairman as to an appropriate schedule of Board meetings, reviews and provides the
Chairman with input regarding agendas for the Board meetings and, as appropriate or as requested,
reviews and provides the Chairman with input regarding information sent to the Board;
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INFORMATION ABOUT OUR BOARD AND CORPORATE GOVERNANCE

.

.

.

.

Presides at all meetings at which the Chairman is not present, including executive sessions of the

independent Directors (Which are regularly scheduled as part of each Board meeting) and calls

meetings of the independent Directors when necessary and appropriate;

Oversees the Board and Board committee self-assessment process;

Is available for appropriate consultation and direct communication with the Company's shareholders
and other interested parties; and

Performs such other duties as the Board may from time to time delegate.

These duties and responsibilities do not, however, fully capture Ms. Munro's active role in serving as
our Lead Director. For example, Ms. Munro has regular discussions with the CEO, other members of the

senior management team and members of the Board between Board meetings on a variety of topics,

and she serves as a liaison between the CEO and the independent Directors. Ms. Munro focuses the

Board on key issues facing our Company and on topics of interest to the Board. She takes the lead

on director recruitment and has a formal annual call with each non-employee Director to discuss the
Board, its functions, its membership, the individual's plan with respect to his or her continuing Board
service, and any other topic the individual desires to discuss with our Lead Director. Her leadership

fosters a Board culture of open discussion and deliberation to support sound decision-making.

She also encourages communication between management and the Board to facilitate productive

working relationships.

As a former chief executive with significant Board and Chair/Lead Director experience, Ms. Munro has
the competency and capability to fulfill the duties of Lead Director. As Lead Director, Ms. Munro is

poised to guide the Board during these transformative times of both Board refreshment as well as CEO

and other management succession.

CHAIRMAN AND CEO POSITIONS

Upon promoting Jeff Guldner to the position of CEO, the Board also chose to elect him as Chairman of

the Board. The Board believes that the Company is in a better position to implement its near- and long-
term strategies if the Chairman is also the person directly responsible for the operations executing those
strategies. The Board further believes that separating the roles of the CEO and Chairman and appointing

an independent Board Chairman at this time would create an additional level of unneeded hierarchy that
would only duplicate the activities already being vigorously carried out by our Lead Director.

The independent Directors believe that Mr. Guldner, with his extensive knowledge of the challenges
facing the Company and our industry and his open leadership style, will be a highly effective conduit
between the Board and management and that Mr. Guldner provides the vision and leadership to execute
on the Company's strategy and create shareholder value without the need for an independent chair. The
Board also convenes regularly scheduled executive sessions of the independent directors in order to

ensure the independent directors can speak candidly and openly without the presence of management.

Board Committees

The Board has the following standing committees: Audit; Corporate Governance; Finance; Human

Resources; and Nuclear and Operating. All of the charters of the Board's committees are publicly

available on the Company's website (www.pinnaclewest.com). All of our committees conduct a formal

review of their charters every other year and as often as any committee member deems necessary. In the

years in which a formal review is not conducted, the Board has tasked management with reviewing the
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charters and recommending any changes management deems necessary/ or reflective of good corporate

governance. The charters are also changed as needed to comply with any corresponding changes to any

applicable rule or regulation.

All of our committees are comprised of independent Directors who meet the independence requirements
of the NYSE rules, SEC rules, and the Company's Director Independence Standards, including any

specific committee independence requirements. The duties and responsibilities of our committees are
as follows:

Audit Committee

RESPONSIBILITIES:

The Audit Committee:

.

•

"The audit function is critical

to sound risk and financial

management, and the members

of the Audit Committee are

committed to carrying out fully

our duties to the Company and

our shareholders."

.-Bruce Nordstrom

2019 MEETINGS: S .

.COMMITTEE MEMBERS:

.

.

Bruce I. Nordstrom, Chair

Glynis A. Bryan
Denis A. Cortese
Richard P. Fox
Dale E. Klein
Humberto s. Lopez
David P. Wage fer

v
KEY MEMBER SKILLS

.
2/7 Audit Expertise

_

•4/7 Finance/Capital Allocation

_

7/7 Financial Literacy/Accounting

5/7 Risk Oversight and Risk
Management

_ .

Oversees the integrity of the Company's financial statements and

internal controls;

Appoints the independent accountants and is responsible for their

qualifications, independence, performance (including resolution

of disagreements between the independent accountants and

management regarding financial reporting), and compensation;

Participates in the selection of the independent accountants' new

lead engagement partner each time a mandatory rotation occurs;

Monitors the Company's compliance with legal and

T€gUl3toly requirements;
Sets policies for hiring employees or former employees of the

independent accountants;

Reviews the annual audited financial statements or quarterly

financial statements, as applicable, and the "Management's

Discussion and Analysis of Financial Condition and Results of

Operations" contained therein;

Discusses with management and the independent accountants

significant financial reporting issues and judgments made
in connection with the preparation of the Company's

financial statements;

Reviews the Company's draft earnings press releases, as well as

financial information and earnings guidance provided to analysts

and rating agencies;

Discusses guidelines and policies to govern the process by which

risk assessment and risk management is undertaken across

the Company and discusses the Company's major financial risk

exposures and the steps management has taken to monitor and

control such exposures, and periodically reviews principal risks

related to the Company's financial statements, audit functions, or

other matters addressed by the Audit Committee; and

Reviews management's monitoring of the Company's compliance

with the Company's Code of Ethics and Business Practices.

24 PlI\\IACLE\VEST
CNPIIAI fFlRPIJI(lllDll



INFORMATION ABOUT OUR BOARD AND CORPORATE GOVERNANCE

The Board has determined that each member of the Audit Committee meets the NYSE experience

requirements and that Mr. Nordstrom, the Chair of the Audit Committee, and Mr. Fox are "audit committee

financial experts" under applicable SEC rules. None of the members of our Audit Committee, other than

Mr. Fox, currently serve on more than three public company audit committees. Mr. Fox currently serves on

the audit committees of four public companies, including Pinnacle West. Our Board has discussed with

Mr. Fox the time and effort required to be devoted by Mr. Fox to his service on these committees and has

affirmatively determined that such services do not impair Mr. Fox's ability to serve as an effective member of

our Audit Committee.

RECENT ACTIVITIES AND KEY FOCUS AREAS

.

.

.

Actively engaged, with a questioning attitude, in reviewing the annual audited financial statements and

quarterly financial statements provided to shareholders.

Engaged with the independent accountant to ensure a smooth transition to a new lead

engagement partner.

Recommended the Board approve amendments to the Audit Committee Charter strengthening oversight of

the Audit Services Department's functions.
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Corporate Governance Committee

RESPONSIBILITIES:

The Corporate Governance Committee:

.

•

"The Corporate Governance

Committee is focused on effective

and accountable governance

practices in order to maximize the

long-term value of the Company

for its shareholders." .

-Kathy Munro

2019 MEETINGS: 5
.

.

cnmmm£e MEMBERS: .

•Kathryn L. Munro, Chair

Michael L. Gallagher

Bruce J. Nordstrom

v .

KEY MEMBER SKILLS

.
3/3 Corporate Governance

•

.

3/3 Extensive Knowledge of

the Company's Business

Environment

.3/3 Human Capital Management

2/3 Public Board Service
_ .

.

.

Reviews and assesses the Corporate Governance Guidelines;

Develops and recommends to the Board criteria for selecting

new directors;

Identifies and evaluates individuals qualified to become

members of the Board, consistent with the criteria for selecting

new directors;

Recommends director nominees to the Board;

Recommends to the Board who should serve on each of the

Board's committees;

Reviews the results of the Annual Meeting shareholder votes;

Reviews and makes recommendations to the Board regarding

the selection of the CEO and CEO and senior management

succession planning;

Reviews the Company's Code of Ethics and Business Practices for

compliance with applicable law;

Recommends a process for responding to communications to the

Board by shareholders and other interested parties;

Reviews the independence of members of the Board and approves

or ratifies certain types of related-party transactions;

Reviews and makes recommendations to the Board regarding

shareholder proposals requested for inclusion in the Company's

proxy materials;

Reviews and makes recommendations regarding proxy material

disclosures related to the Company's corporate governance policies

and practices;

Periodically reviews principal risks relating to the Company's

corporate governance policies and practices or other matters

addressed by the Corporate Governance Committee;

Oversees the Board and committee self-assessments on at least an

annual basis; and

Reviews and assesses the Company's Political Participation Policy,

and then reviews the Company's policies and practices with

respect to governmental affairs strategy and political activities in

accordance with the Company's Political Participation Policy.
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The Corporate Governance Committee periodically reviews and recommends to the Board amendments

to the Corporate Governance Guidelines and the Political Participation Policy. The Corporate Governance

Guidelines and the Political Participation Policy are available on the Company's website

(www.pinnaclewest.com).

RECENT ACTIVITIES AND KEY FOCUS AREAS

.

.

.

Recommended the Board amend the Bylaws to reduced stock ownership threshold to call a special

meeting to 15%.

Conducted an active succession planning process with the retirement of Donald E. Brandt and the election

of Jeffrey B. Guldner as Chairman of the Board, CEO and President of the Company and Chairman of the

Board and CEO of  APS.

Recommended Glynis A. Bryan for election to the Board in February 2020.
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Finance Committee

RESPONSIBILITIES:

The Finance Committee:

.

•

.

"The Finance Committee plays

a key role in ensuring the

financial health of the Company

by providing oversight of the

Company's financial performance,

f inancing strategy and dividend

policies and actions."

•-Bert Lopez

2019 MEETINGS: 4

COMMITTEE MEMBERS:

.

•

Humberto S. Lopez, Chair

Richard P. Fox

Kathryn L. Munro

Paula J. Sims

David P. Wagoner

.v
KEY MEMBER SKILLS

1/5 Audit Expertise

I .

.2/5 Finance/Capital Allocation

_
.

3/5 Financial Literacy/Accounting

_

3/5 Investment Experience
_

.

.

Reviews the historical and projected financial performance of the

Company and its subsidiaries;

Reviews the Company's financial condition, including sources of

liquidity, cash flows and levels of indebtedness;

Reviews and recommends approval of corporate short-term

investment and borrowing policies;

Reviews the Company's financing plan and recommends to the

Board approval of the issuance of long-term debt, capital and/

or financing leases or other arrangements incorporating the

effective intent or purpose of providing any form of financing,

common equity and preferred securities, and the establishment of

credit facilities;

Reviews the Company's use of guarantees and other forms of

credit support;

Reviews and monitors the Company's dividend policies and

proposed dividend actions;

Establishes and selects the members of the Company's Investment

Management Committee to oversee the investment programs of

the Company's trusts and benefit plans;

Reviews and discusses with management the Company's process

for allocating and managing capital;

Reviews and recommends approval of the Company's annual

capital budget;

Reviews the Company's annual operations and maintenance

budget and monitors throughout the year how the Company's

actual spend tracks to the budget;

Reviews the Company's insurance programs; and

Periodically reviews principal risks relating to the Company's

policies and practices concerning budgeting, financing credit

exposures, or other matters addressed by the Finance Committee.

RECENT ACTIVITIES AND KEY FOCUS AREAS

•

•

l

Reviewed and recommended Board approval of the 2019 capital

budget of $1.2B and the 2020 capital budget of $1.3B.

Reviewed and recommended Board approval of the issuance of

$1B in long-term debt at APS.

Recommended the Board increase the dividend and declare the

payment of the dividend quarterly.
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Human Resources Committee

RESPONSIBILITIES:

The Human Resources Committee:

.

"After a deliberate, years-Iong

management succession process,

we are confident that we have

elected a CEO and management

team that will effectively move the

Company forward."

-Rick Fox

.
2019 MEETINGS: 8

COMMITIEE MEMBERS:

.

.

l

Richard P. Fox, Chair

Denis A. Cortese

Humberto S. Lopez

Kathryn L. Munro

James E. Trevathan, Jr.

v

.KEY MEMBER SKILLS

.
2/5 CEO/Senior Leadership

Experience

_

2/5 •Extensive Knowledge of

the Company's Business

Environment

_
.

2/5 Business Strategy

_

5/5 Human Capital Management

Reviews management's programs for the attraction, retention,

succession, motivation and development of the Company's human

resources needed to achieve corporate objectives;

Establishes the Company's executive compensation philosophy;

Recommends to the Board persons for election as officers;

Annually reviews the goals and performance of the officers of the

Company and APS;

Approves corporate goals and objectives relevant to the

compensation of the CEO, assesses the CEO's performance in light

of these goals and objectives, and sets the CEO's compensation

based on this assessment;

Makes recommendations to the Board with respect to non-CEO

executive compensation and director compensation;

Acts as the "committee" under the Company's long-term

incentive plans;

Reviews and discusses with management the Compensation

Discussion and Analysis on executive compensation set forth in

our proxy statements;

Reviews the number, type, and design of the Company's pension,

health, welfare and benefit plans;

Periodically reviews principal risks relating to the Company's

compensation and human resources policies and practices or

other matters addressed by the Human Resources Committee; and

Periodically reviews the Company's compensation policies and

practices applicable to executive and non-executive employees to

identify and assess potential material risks arising from the policies

and practices.

Under the Human Resources Committee's charter, the Human

Resources Committee may delegate authority to subcommittees, but

did not do so in 2019. Additional information on the processes and

procedures of the Human Resources Committee is provided under

the heading "Compensation Discussion and Analysis ("CD&A")".

RECENT ACTIVITIES AND KEY FOCUS AREAS
2/5 Public Board Service
_ .

.

Recommended the election by the Board of Jeffrey B. Guldner as

the Company's Chairman of the Board, President and CEO and

Chairman of the Board and CEO of APS, as part of a years-long

succession planning process.

Recommended additional succession planning appointments,

including the election of Maria L. Lacal as Chief Nuclear Officer of

APS, Daniel T. Froetscher as President and Chief Operating Officer

of APS, and Theodore N. Geisler as the new Chief Financial Officer

of the Company and APS.

Recommended the Board increase the stock ownership requirement

for the Board of Directors to five times the annual retainer fee.
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Nuclear and Operating Committee

RESPUNSIBILITIES:

The Nuclear and Operating Committee:

.

.

"In managing the oversight of

the Company's overall operations,

the N&0 Committee takes

accountability for ensuring that

operations are performed in an

efficient, safe, and secure manner.

Cyber and physical security are

key focus areas of the committee."
.

-Mike Gallagher

2019 MEETINGS: 4

.
COMMITI'EE MEMBERS;

•

Michael L. Gallagher, Chair

Glynis A. Bryan

Denis A. Cortese

Dale E. Klein

Bruce J. Nordstrom

Paula J. Sims

James E. Trevathan, Jr.

David P. Wage fer

v
.

KEY MEMBER SKILLS

.4/8 Complex Operations

Experience

_
.

2/8 Extensive Knowledge of

the Company's Business

Environment

_

Receives regular reports from management and monitors the

overall performance of Palo Verde Generating Station;

Reviews the results of major Palo Verde inspections and

evaluations by external oversight groups, such as the Institute of

Nuclear Power Operations ("lNPO") and the Nuclear Regulatory

Commission ("NRC");

Monitors overall performance of the principal non-nuclear business

functions of the Company and APS, including fossil energy

generation, energy transmission and delivery, customer service,

fuel supply and transportation, safety, legal compliance, and any

significant incidents or events;

Reviews regular reports from management concerning the

environmental, health and safety ("EH&S") policies and practices

of the Company, and monitors compliance by the Company with

such policies and applicable laws and regulations;

Reviews APS's planning for generation resources additions and

significant expansions of its bulk transmission system;

Periodically reviews principal risks related to the Company's

nuclear, fossil generation, transmission and distribution, EH&S

operations, or other matters addressed by the Nuclear and

Operating Committee;

Receives reports on the Company's sustainability initiatives and

strategy; and

Provides oversight of security policies, programs and controls for

protection of Cyber and physical assets.

In addition, the Nuclear and Operating Committee receives

regular reports from the Off-Site Safety Review Committee

(the "OSRC"). The OSRC provides independent assessments

of the safe and reliable operations of Palo Verde. The OSRC is

comprised of non-employee individuals with senior management

experience in the nuclear industry and the Palo Verde Director of

Nuclear Assurance.
5/8 GovernmenVPublic

Policy/Regulatory

_
RECENT ACTIVITIES AND KEY FOCUS AREAS

2/8 Nuclear Experience

_ .

5/8 Risk Oversight and Risk

Management

_
.

.3/8 Utility Industry Experience

_

Reviewed with management the preparedness of our operations

to meet the needs of our customers during the summer

monsoon season.

Reviewed the operational status and outage performance of the

Palo Verde Generating Station.

Reviewed the Company's and APS's safety performance and safety

messaging to employees.
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Board Meetings and Attendance

v

10096
attendance rate in 2019

In 2019, our Board held eight meetings and each of our Directors
attended 100% of the Board meetings and any meetings of Board
committees on which he or she served. Each Director is expected to
participate in the Annual Meeting. All Board members attended the
2019 Annual Meeting.

Board Oversight and Engagement

Strategic Framework

The Core serves as the foundation for all strategic and business initiatives. It is anchored by four pillars
that establish the foundation for the way we intend to do business: Clean, Affordable, Reliable and
Customer Focused.

Our Board reviews the strategic business plan annually and oversees the implementation of that strategy,

receiving regular reports from management on progress and any changes throughout the year. The Board,
through the Human Resources Committee, is also involved in setting the annual performance metrics,
which are aligned with the strategic plan and designed to incentivize achievement of the strategic goals.

CORE

The Company and APS have adopted Core, which is a strategic framework that sets forth the foundation from

which we operate. It defines our vision, mission, critical areas of focus, and values. APS's vision is to create

a sustainable energy future for Arizona. APS's mission is to safely and efficiently deliver reliable energy to

meet the changing needs of our customers. The critical areas of focus are employees, operational excellence,
security, environment, customer value, community, and shareholder value. The framework affirms our

corporate values of safety, integrity and trust, respect and inclusion, and accountability. Here is our Core:

I¥\11¢;L Anus of ,Deus The Core is our strategic framework. This is the foundation
from which our long~term strategy is built.
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The Core ties together many critical components to ensure

that we have a customer-focused culture and deliver
operational excellence. Our ability to thrive and grow as a
company depends on the trust and goodwill of our customers
and the communities we serve. We recruit and retain
great people, and we empower them to be enthusiastic
ambassadors for our customers. We respond to customer
needs by developing new and innovative solutions to help
them manage their own energy use. By pursuing this
customer-centric culture, we create customer value that, in
turn, builds shareholder value.

Codes of Ethics

To ensure the highest levels of business ethics, the Board has adopted the Code of Ethics and Business
Practices, which applies to all employees, officers and directors, and the Code of Ethics for Financial
Executives, both of which are described below:
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CODE OF ETHICS AND BUSINESS PRACTICES ("Cl]DE OF ETHICS")

Employees, directors and officers receive access to and training on the Code of Ethics when they join

the Company or APS, as well as annual updates. The Code of Ethics helps ensure that employees,

directors and officers of the Company and APS act with integrity and avoid any real or perceived violation

of the Company's policies and applicable laws and regulations. The Company provides annual online

training and examination covering the principles in the Code of Ethics. This training includes extensive
discussion of the Company's values, an explanation of Company ethical standards, application of ethical

standards in typical workplace scenarios, information on reporting concerns, assessment questions

to measure understanding, and an agreement to abide by the Code of Ethics. All employees of the
Company and APS and all of our Directors complete the training.

CODE OF ETHICS FOR FINANCIAL EXECUTIVES

The Company has adopted a Code of Ethics for Financial Executives, which is designed to promote honest
and ethical conduct and compliance with applicable laws and regulations, particularly as related to the

maintenance of financial records, the preparation of financial statements, and proper public disclosure.

"Financial Executive" means the Company's CEO, Chief Financial Officer, Chief Accounting Officer,

Controller, Treasurer, and General Counsel, and the President, Chief Operating Officer and Executive Vice

President, Operations of APS, and other persons designated from time to time as a Financial Executive
subject to the Code of Ethics for Financial Executives by the Chair of the Audit Committee.

Both codes are available on the Company's website (www.pinnaclewest.com).

Human Capital Management

The Board as a whole, as well as through the Human Resources Committee, is responsible for oversight
of the Company's policies and programs with regard to human capital management. The Human
Resources Committee is tasked with establishing the Company's executive compensation philosophy and

revieiwing the Company's plans and programs for the attraction, retention, succession, motivation, and

development of the human resources needed to achieve corporate objectives. The Human Resources

Committee also reviews the Company's pension, health, welfare and benefit plans and is responsible

for the oversight of risks relating to or arising out of the Company's compensation and human resources

policies and practices. The full Board also receives reports on issues relating to human capital. The
Board has multiple opportunities each year to interact directly with employees, including during our
annual Board meeting at the Palo Verde Generating Station, during an annual dinner with high-potential
employees, and at employee-driven presentations to the Board.

Environmental, Social and Governance

Our Board dedicates a great amount of time to environmental, social and governance matters at the

Board and committee level. As an electric utility, environmental matters are at the forefront of our
discussions on operations, strategy and risk. The Nuclear and Operating Committee has primary
responsibility over environmental matters, though the Board also receives reports on matters of

environmental importance. Another key focus of the Board is the adoption and maintenance of good
governance practices, which is a primary responsibility of the Corporate Governance Committee. Our

social impact, both within the Company and in our community and with our customers has also been a
key focus of the Board, with certain aspects being overseen by the Corporate Governance and Human

Resources Committees.

32 PIk\lACLE\VEST



INFORMATION ABOUT OUR BOARD AND CORPORATE GDVERNANCE

The Board's Role in Risk Oversight

v

Top risks discussed by the Board and its committees in 2019 included cybersecurity, data privacy

and protection, catastrophic fire event, Arizona utility regulation, and customer expectations. The

Board believes it is important to look at the list fresh each year as part of a diligent risk review.

RESPONSIBILITIES

Responsibility for the management of the Company's risks rests with the Company's senior management

team. The Board's oversight of the Company's risk management function is designed to provide

assurance that the Company's risk management processes are well adapted to and consistent with the
Company's business and strategy and are functioning as intended.

BOARD OF DIRECTORS

The Board focuses on fostering a culture of risk awareness and risk-adjusted decision-

making and ensuring that an appropriate "tone at the top" is established. The Board regularly
discusses and updates a listing of areas of risk and a suggested allocation of responsibilities
for such risks among the Board and the Board committees.

A
COMMITTEES

The charter for each of our committees requires each committee to periodically review risks

in their respective areas. Each committee;

.

.

.

Receives periodic presentations from management about its assigned risk areas;

Receives information about the effectiveness of the risk identification and mitigation

measures being employed; and

Discusses their risk reviews with the Board at least annually.

The Audit Committee periodically reviews the Company's risk assessment processes,

guidelines, policies and program, as well as the Company's major financial risk exposures
and the steps management has taken to monitor and control such exposures.

A
SENIOR MANAGEMENT .. EXECUTIVE RISK COMMITTEE

AND ENTERPRISE RISK MANAGEMENT GROUP

.

.

.

.

The Executive Risk Committee ("ERC") is responsible for the Enterprise Risk Management

Program and ensuring that the Board receives timely information concerning the

Company's material risks and risk management processes and provides the Board with a

list of the Company's top risks on an annual basis.

The ERC is comprised of senior-level officers of the Company and is chaired by the

Executive Vice President and Chief Administrative Officer of Pinnacle West and APS.

The internal enterprise risk management group reports to the Vice President of Strategy

and Risk of APS, who reports to the Executive Vice President and Chief Administrative

Officer of Pinnacle West and APS. The internal risk management group is responsible for:

implementing a consistent risk management framework and reporting process across the

Company; and

ensuring that the ERC is informed of those processes and regularly apprised of existing

material risks and the emergence of additional material risks.
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HIGHLIGHTS OF CERTAIN RISKS

Two risks monitored by the Board and its committees were as follows:

CATASTROPHIC FIRE EVENT WILDFIRE RISK

Wildfire risk is always present for the Company given our expansive service territory. Wildfires have the

potential to affect not only the communities that APS serves, but also APS's vast network of electric lines and

facilities. The Company uses a proactive, multi-faceted approach to wildfire mitigation, with a central focus on

risk assessment, readiness and compliance. Main components of the mitigation strategy include:

.

.

.

.
•

Disabling of automatic rec losers on high risk feeders during fire season;

Wild land-Urban/Forestry fire risk assessments and prevention measures;

Wild land-Urban Interface/Defensible Space Around Poles Program;

Vegetation Management Right-of-Way Program; and

Transmission Line Clearance Program.

Responsibility for oversight of wildfire risk was allocated to the Finance Committee.

CYBERSECURITY

Cybersecurity continues to be an integral part of APS's day-to-day business. The risks in this area are

constantly expanding and evolving, particularly driven by the increasing sophistication of Cyber threats
and the growing risk surface presented by new technologies, platforms and other innovations. The
Company has implemented cybersecurity measures focused on the layers of criticality around its bulk
electrical systems and nuclear systems. The Company continues to embrace an industry-standard
approach to Cyber risk management, which includes:

.

.
•
.
.

•

Cyber Incident Response Plan and augmentation of existing internal processes;

Third-party risk monitoring technology and internal escalation process;

Collaboration between corporate Information Security and Palo Verde Cybersecurity,

APS Cyber Defense Center to detect, respond, contain and recover from Cyber attacks;

Active participation in Electricity Subsector Coordinating Council Cyber Mutual Assistance Program;

and

Consistent application of security controls across all technology solutions and

underlying infrastructure.

Responsibility for oversight of cybersecurity risk was allocated to the Nuclear and Operating Committee.
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Management Succession

vExecutive succession planning and senior management development

were specific areas of focus for the Corporate Governance Committee

over the last several years. Our deliberate and thoughtful succession
plan was implemented in 2019, resulting in the election of Jeffrey

B. Guldner as Chairman of the Board, President and CEO of the

Company and Chairman of the Board and CEO of APS, Daniel T.

Froetscher as President and Chief Operating Officer of APS, Maria L.

Lacal as Executive Vice President and Chief Nuclear Officer, PVGS

of APS, and Theodore N. Geisler as Senior Vice President and Chief

Financial Officer of the Company and APS. The implementation of this
succession plan is the result of the Corporate Governance Committee

engaging with management in thorough analysis and thoughtful

discussions, including the development and evaluation of current and

potential senior leaders.

Given our need for

specialized experience,

we maintain strong

management succession

planning practices and are

focused on developing and
retaining talent within our

Company. Our Board's focus

on attracting, developing

and retaining highly skilled

and experienced executives
is a core consideration in

structuring our executive
compensation programs.Our Board places a high priority on senior management development

and succession planning. while the Corporate Governance Committee

has principal responsibility for overseeing CEO and other senior
management succession planning, the full Board is actively involved in

reviewing our senior management succession plans that are designed

to provide for smooth and thoughtful leadership transitions in the future.

Shareholder Engagement

OUR GOAL

What our shareholders think is important to us. We seek to maintain a transparent and productive
dialogue with our shareholders by;

• Providing clear and timely information,
• Seeking and listening to feedback, and
• Being responsive.

OUR PLAN

To accomplish this goal, we have an established shareholder engagement program designed to maintain

a dialogue with our shareholders. Each year we strive to respond to shareholder questions in a timely

manner, conduct extensive proactive outreach to investors, and evaluate the information we provide

to investors in an effort to continuously improve our engagement. In 2019, we contacted the holders

of approximately 50% of the shares outstanding. Our Lead Director and other members of the Board,
depending on the topic to be addressed, have participated in shareholder discussions, providing

shareholders with direct access to the Board .
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ANNUAL ENGAGEMENT CYCLE

SPRING

qWe publish annual communications to our
shareholders: Annual Report, Proxy Statement, and
Corporate Responsibility Report. We reach out to

our shareholders and discuss proxy-related topics
in connection with our Annual Meeting held in May.

SUMMER

We review the results of the Annual Meeting and
potential improvements to our governance policies
and practices.

FALL

o
We reach out to our shareholders in order to
discuss the Annual Meeting outcome and to
understand their priorities for the year. We
communicate shareholder feedback to the Board
and use it to enhance our governance practices,
our disclosures and our sustainability and
compensation programs.

WINTER

The cycle concludes with the Board considering our
shareholders feedback and determining whether to
implement items in response.

CUMMUNICATING WITH THE BOARD

Shareholders and other parties interested in communicating with the Board, the independent Directors or

with the Lead Director may do so by writing to the Corporate Secretary, Pinnacle West Capital Corporation,

400 North Fifth Street, Mail Station 8602, Phoenix, Arizona 85004. The Corporate Secretary will transmit

such communications, as appropriate, depending on the facts and circumstances outlined in the
communications. In that regard, the Corporate Secretary has discretion to exclude communications that are

unrelated to the duties and responsibilities of the Board, such as commercial advertisements or other forms
of solicitations, service or billing matters and complaints related to individual employment-related actions.

Employee, Officer and Director Hedging

Directors, officers, and employees of the Company may not engage in any speculative trading, hedging,
or derivative security transaction (including the purchase of any financial instrument such as a prepaid
variable forward contract, equity swap, collar, short-sales, or exchange fund) that involves or references
Company securities, whether granted to the employee or Director as part of the compensation program
or otherwise held by the employee or Director. In addition, Directors and officers may not pledge, margin
or otherwise grant an economic interest in any shares of Company stock.
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DIRECTOR NUMINEES FDRTHE

2020 ANNUAL MEETING

PROPOSAL t

@Election of Directors The Board of Directors unanimously recommends

a vote FOR the election of the nominated slate
of directors

The eleven nominees for election as directors are set forth below. All nominees will be elected for a

one-year term that will expire at the 2021 Annual Meeting. The Directors' ages are as of February 21,
2020. All of our Directors also serve as Directors of APS for no additional compensation .

OIRECTORS' KEY SKILLS ANO EXPERIENCE
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Director Nominees

v
Glynis A. Bryan

COMMITTEES
Independent Director

Audit

Nuclear and Operating
2020

Age; 61

Director since:

9
, 4\

NOMINEE SKILLS

AND EXPERIENCEBACKGROUND

.

•

Since 2007: Chief Financial Officer, Insight Enterprises, Inc. (computer

hardware, software, and technology solutions)

Ms. Be/an is also a director of Pentair plc

As a long-tenured CFO and

member of a public Board of a

large, multinational corporation,

Ms. Bryan brings the following

key attributes to the Com party:
QUALIFICATIONS

.

.

.

.

.

.

.

As a Chief Financial Officer for more than 20 years, Ms. Bryan brings to the Board

broad functional experience in financial planning and analysis, treasury, capital

markets and managing financial risk. In addition to her executive leadership

experience, she also has more than 15 years of public company board experience,

serving on the Board of Pentair plc where she servesas the chair of the Audit

and Finance Committee and previously served as the Chair of the Governance

Committee. Ms, Bryan also brings added diversity to the Board as a woman

of color.

Corporate Governance

Finance/Capital Allocation

Financial Literacy/Accounting

CEO/Senior Leadership

Public Board Service

Government/Public Policy/

Regulatory

Risk Oversight and Risk

Management
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v
*'\ COMMITTEES

Denis A. Cortese, M.D.
Independent Director

75

2010

Age:

Director since:

Audit

Human Resources

Nuclear and Operating

B AC K GR OU N D
NDMINEE SKILLS

AN D  E X P E R IE N C E.

•

•

As former President and CEO of

Mayo Clinic, a worldwide leader

in medical care with operations

located throughout the United

States, Dr. Cortese brings the

following key attributes to

the Company:
.

Since February 2o10. Director of the ASU Health Care Delivery and Policy

Program and a Foundation Professor in the Department of Biomedical

Informatics, lra A. Fulton School of Engineering and in the School of Health

Management and Policy, W.P. Carey School of Business

Since November 2009: Emeritus President and Chief Executive Officer of the

Mayo Clinic (medical clinic and hospital services)

From March 2003 until retirement in November 2009! President and Chief

Executive Officer of the Mayo Clinic

Within the last five years Dr. Cortese served as a director of Corner Corporation
.

QUALIFICATIONS

Complex Operations

Experience

Customer Perspectives

Finance/Capital Allocation

Financial Literacy/Accounting

Government/public Policy/

Regulatory

Human Capital Management

Risk Oversight and Risk

Management

As former President and Chief Executive Officer of the Mayo Clinic, a multi-

state, complex hospital and medical care system, Dr. Cortese gained extensive

experience in human capital management, risk oversight and risk management,

customer perspectives, and leading complex organizations with multiple

constituencies. He led an organization that delivers strong and efficient customer

service, which parallels the Company's strategies. Through his service at Mayo, he

developed experience in finance, capital allocation, accounting, and regulation,

and his background in public policy development, science and technology brings

valuable perspective to issues that face the Company.

v
Richard P. Fox

COMMITTEES
Independent Director

.~2 Age: 72

Director since: 2014

Audit

Finance
Human ResourcesSl.

B AC K GR OU N D
NOMINEE SKILLS

AN D  E X P E R IE N C E.

.

.

As a former Managing Partner

of Ernst & Young, one of the
"Big Four" auditing firms with

multinational operations, Mr. Fox
brings the following key attributes to

the Company:

.

Since 2001; Consultant and independent board member for companies in

various industries
Mr. Fox previously held executive, operational and financial positions at

CyberSafe Corporation ("CyberSafe"), Wall Data, Incorporated ("Wall Data")
and PACCAR Inc., and is a former Managing Partner of Ernst & Young's Seattle

office
Mr. Fox is also a director of LiveRamp Holdings, Inc. (successor to Acxiom

Corporation), FrontDoor, Inc., and Univar Solutions, Inc.

within the past five years, Mr. Fox has served as a director of ServiceMaster
Global Holdings, FLOW International Corporation, and Pendrell Corporation

QU AL IF IC AT ION S

.

.

.
•
.
.
.

Audit Expertise
Business Strategy

Customer Perspectives
Human Capital Management

Financial Literacy/Accounting
Public Board Service

Risk Oversight and Risk

Management

As a former Managing Partner of Ernst & Young and as former Chief Financial
Officer of Wall Data and President and Chief Operating Officer of CyberSafe,

Mr. Fox has a deep understanding of auditing, financial and accounting matters.

Mr. Fox has also served on the boards of several companies throughout his career,
including seven public companies, giving him extensive insights into business

strategy, human capital management and compensation, risk oversight and risk
management, and the customer perspective. His extensive board experience,

including service on various audit committees and finance committees, including

chairmanships, adds to the Boards depth and capabilities.
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v
Jeffrey B. Guldner

NOMINEE SKILLS

AND EXPERIENCE
Chairman of the Board, President and CEO of the Company and

Chairman of the Board and CEO of APS

2019

A8€: 54
Director since:

B AC K GR OU N D

.

.

.

Mr. Guidner has comprehensive

experience within the Company

in many different areas of

importance to the overall health

of the Company, including the

development of strategy with

respect to rates and regulation as

well as our clean energy vision.

Mr. Guldner brings the following

key attributes to the Company:.
.
•

Since November 20191 Chairman of the Board, President and CEO of the

Company and Chairman of the Board and CEO of APS

From December 2018 to January 2020: President of APS

From May 2017 to November 20192 Executive Vice President, Public Policy of

the Company

From May 2017 to December 2018: Executive Vice President, Public Policy of APS

From May 2017 to August 2018: General Counsel of the Company and APS

From 2014 to May 2017: Senior Vice President, Public Policy of APS

QUALIFICATIONS

.

.

Business Strategy

CEO/Senior Leadership

Extensive Knowledge

of Company's Business

Environment

Government/Public Policy/

Regulatory

Human Capital Management

Risk Oversight and Risk

Management

Utility Industry Experience

Mr. Guldner joined the Company in 2004 and has held a number of leadership

and executive positions responsible for several different areas of importance to

the health and success of the Company, including public policy, legal, rates and

regulation, government affairs and customer service. As EVP, Public Policy and

President of APS, he has been instrumental in setting the Company's short- and

long-term strategy. Prior to joining APS, Mr. Guldner was a partner in the Phoenix

office of Snell & Wilmer LLP, where he practiced public utility, telecommunications

and energy law. Before practicing law, Mr. Guldner served as a surface warfare

officer in the United States Naw and was an assistant professor of naval history at

the University of Washington.

v
Dale E. Klein, Ph.D.

2. COMMITTEES
Independent Director1v~iw'1

.4 Audit
Nuclear and Operating

A8€: 72
Director since: 2010Mt

NOMlNEE SKILLS

AND EXPERIENCE
B AC K GR OU N D

.

.

•

.

As former Chairman of the NRC,

the entity that formulates policies

and regulations governing

nuclear reactor and materials

safety, issues orders to licensees,

and adjudicates legal matters

brought before it, Dr. Klein brings

the following key attributes to the

Company:.

Since January 2011: Associate Vice Chancellor for Research at The University

of Texas System

From July 2006 to May 2009: Chairman of the Nuclear Regulatory Commission

("NRC"), and thereafter continued as a Commissioner until March 2010

From November 2001 to July 2006: Assistant to the Secretary of Defense for

Nuclear, Chemical and Biological Defense Program

Since September 1977: Professor of Mechanical Engineering at the University

of Texas at Austin

Dr. Klein is also a director of Southern Company

QU AL IF IC AT ION S
CEO/Senior Leadership

Complex Operations

Experience

Financial Literacy/Accounting

GovernmenVPublic Policy/

Regulatory

Human Capital Management

Nuclear Experience

Utility Industry Experience

The NRC oversees nuclear power plant operations in the United States. As the

former Chairman of the NRC, Dr. Klein brings expertise in all aspects of nuclear

energy regulation, operation, technology and safety. His broad national and

international experience in all aspects of the nuclear utility industry, nuclear

energy, government and regulation brings value to the Board, particularly from the

perspective of our operations at Palo Verde Generating Station. His sen/ice with the

NRC, including his tenure as Chairman, gives him senior leadership experience

in operating large, complex organizations, financial literacy and human capital

management and compensation experience.
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-. v
Humberto s. Lopez

COMMITTEES
\

Independent Directorv3 1995

Age: 74

Director since

•
.
.

Finance (Chair)

Audit

Human Resources

BACKGROUND
NOMINEE SKILLS

AND EXPERIENCE.

l

Since January 2016: Chairman of the Board of HSL Properties, Inc. (real estate

development and investment) in Tucson, Arizona

From 1975 to January 2016: President of HSL Properties, Inc,

Mr. Lopez is an accomplished

real estate developer throughout

Arizona and brings the following

key attributes to the Company:QUALIFICATIONS

Customer Perspectives

Extensive Knowledge

of Company's Business

Environment

Finance/Capital Allocation

Financial Literacy/Accounting

Human Capital Management

Investment Experience

Risk Oversight and Risk

Management

In addition to management and business knowledge, Mr. Lopez brings

extensive investment and real estate development expertise to the Company.

His understanding of real estate and associated markets has proven to be a

valuable asset to the Company due to the importance of those markets in Arizona.

Mr. Lopez is also extensively familiar with the Company's business environment,

including our customers' perspectives and Arizona's historic economic cycles,

which help the Company plan for future growth and energy needs. As an

entrepreneur who built his own real estate development business, Mr. Lopez

has gained essential knowledge, skills and experience in accounting, finance

and capital allocation, human capital management, and risk oversight and risk

management. As a member of the Hispanic community, he also brings valued

diversity to the Board.

v
\ Kathryn L. Munro

as COMMITTEESr
l u

i i
I )v1

8
.
•
.

Corporate Governance (Chair)

Finance

Human Resources

Independent Director

Ag8: 71

Director since; 2000

Lead Director

BACKGROUND NOMINEE SKILLS

AND EXPERIENCE•
•
.

9

.

As a former CEO of BofA's

Southwest Banking Group,

Ms. Munro brings a wealth of

experience to the Company,

including the following

key attributes:

Since July 2003: Principal of Bridgewest, LLC (an investment company)

From February 1999 until July 2003: Chairman of BridgeWest, LLC

From 1996 to 2000: chief Executive Officer of Bank of America's ("BofA")

Southwest Banking Group

From 1994 to 1996: President of BofA Arizona. Prior to that, Ms. Munro held a

variety of senior positions during her 20-year career with BofA

Ms. Munro is also Chairman of the Board of Premera Blue Cross and Lead

Director of Knight-Swift Transportation Holdings, Inc. ("Knight-Swift")

QUALIFICATIONS

CEO/Senior Leadership

Corporate Governance

Extensive Knowledge

of Companys Business

Environment

Human Capital Management

Investment Experience

Public Board Sen/ice

Risk Oversight and Risk

Management

As principal of an investment company, and as former Chief Executive Officer of

BofA's Southwest Banking Group and President of BofA Arizona, Ms. Munro brings

business and investment acumen, financial knowledge, and leadership skills to

the Company. Her extensive knowledge of the Companys business environment

includes experience with the cycles in Arizona's economy, which assists a growing

infrastructure company like Pinnacle West in accessing capital and meeting its

financing needs. Ms. Munro is an experienced director, currently serving on the

boards of Knight-Swift and Premera Blue Cross, providing her experience in

human capital management and compensation, corporate governance, and risk

oversight and risk management.
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v
Bruce 1. Nordstrom

COMMITTEES
Independent Director9

2000

Age: 70

Director since;.w
•
•
.

Audit (Chair)

Corporate Governance

Nuclear and Operatingn
BACKGROUND

NUMINEE SKILLS

AND EXPERIENCE.

.

Since June 2019: Vice President of and a certified public accountant at the firm

of, Nordstrom & Associates, P.C., in Flagstaff, Arizona

From 1988 to June 2019: President of and a certified public accountant at

Nordstrom & Associates, P.C.

As the Vice President of Nordstrom

& Associates and a practicing CPA,

Mr. Nordstrom brings the following

key attributes to the Company:

QUALIFICATIONS

As the former president and current vice president of an accounting firm,

Mr. Nordstrom has gained an extensive accounting, auditing and financial skill set,

as well as familiarity with principles of risk oversight and risk management. His

tenure with the Company in addition to operating an Arizona-based business has

provided him with extensive knowledge of the Company's business environment.

Furthermore, as an individual who built an accounting firm in Flagstaff, Arizona,

Mr. Nordstrom has obtained experience in human capital management and

compensation and corporate governance as well as a familiarity with the

perspectives of customers in the Northern Arizona service territory of APS.

Audit Expertise

Corporate Governance

Customer Perspectives

Extensive Knowledge

of Company's Business

Environment

Financial Literacy/Accounting

Human Capital Management

Risk Oversight and Risk

Management

v
Paula J. Sims

COMMITTEESIndependent Director

J»
am /5/ Finance

Nuclear and Operating
Age: 58

Director since: 2016
I0

NOMINEE SKILLS

AND EXPERIENCEB AC K GR OU N D

.

.

Since May 2012: Professor of Practice and Executive Coach at the University of

North Carolina KenanFlagler Business School

From July 2010 to June 2012: Senior Vice President of Corporate Development

and Improvement at Progress Energy Inc.

From July 2007 to July 2010: Senior Vice President of Power Operations of

Progress Energy

QU AL IF IC AT ION S

Ms. Sims brings handson

experience in electric utility

operations, including generation,

renewable energy, energy

efficiency, fuels and energy

trading, and customer service,

as well as an understanding of

the role of management and

executive oversight, and brings

the following key attributes to

the Company;

Ms. Sims worked directly in the utility industry for more than 13 years. She brings

extensive leadership experience to the Company in business strategy, electric

utility operations, nuclear strategy, and operating in a regulated environment. In

her prior roles at Progress Energy, Ms. Sims was responsible for complex business

operations and strategy, including new generation, supply chain and information

technology, as well as overall process and efficiency improvements. Her experience

gives her extensive insight into the operational, regulatory, and risk-related matters

that are of everincreasing significance to the Company.

•

Business Strategy

CEO/Senior Leadership

Complex Operations

Experience

Nuclear Experience

Government/Public Policy/

Regulatory

Risk Oversight and Risk

Management

Utility Industry Experience
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v
James E. Trevathan, Ir.

COMMITTEES
4:* .

.
Human Resources

Nuclear and Operating

Independent Director

Age; 66

Director since: 2018

.\

NOMINEE SKILLS

AND EXPERIENCEBACKGROUND

•

.

.

From his more than 35 years

of operational and executive

experience at Waste

Management, Mr. Trevathan

brings the following key aUributes

to the Company:

From July 2012 to December 2018: Executive Vice President and Chief

Operating Officer of Waste Management, Inc, ("Waste Management") (waste

disposal and recycling solutions)

From June 2011 to July 20121 Executive Vice President of Growth, Innovation

and Field Support of Waste Management

From July 2007 to June 201 l: Senior Vice President, Southern Group of Waste

Management

QUALIFICATIONS

Mr. Trevathan brings to the Board more than 35 years of complex operational

experience, sewing 15 years in an executive capacity, with a focus on safety,

environmental issues, customer service, disruptive technology, risk oversight and

risk management, and community and regulatory affairs, Through his experience

at Waste Management, Mr. Trevathan has gained significant experience in the

oversight and management of risk, human capital management, business strategy

development as well as literacy in finance and accounting.

Business Strategy

CEO/Senior Leadership

Complex Operations

Experience

Financial Literacy/Accounting

Government/Public Policy/

Regulatory

Human Capital Management

Risk Oversight and Risk

Management

v
David P. Wagoner

COMMITTEESIndependent Director4
Q? Age: $5

Director since; 20149. Audit

Finance

Nuclear and Operating

BACKGROUND
NOMINEE SKILLS

AND EXPERIENCE. Since June 1995 Managing Partner of Wage fer Capital Management

(investment and advisory firm serving utility and private equity companies)

Mr. Wagoner previously held executive positions at Salomon Brothers and

Goldman, Sachs & Co.

QUALIFICATIONS

As the Managing Partner of

Wage fer Capitaf Management,

Mr. Wage fer is experienced at

analyzing business strategies,

and brings the following key

attributes to the Company:

.

.

.
•
•
.

Mr. Wage fer brings to the Board over 35 years of experience in the power/energy

industry, project finance and investment banking experience, and knowledge of

utility regulation. Through his financial experience and service on boards of public

companies he has developed key experience in capital allocation, accounting, and

risk oversight and risk management. His participation brings value to the Company

and the Board as we address structural and business strategy challenges facing

the utility industry.

•

Business Strategy

Finance/Capital Allocation

Financial Literacy/Accounting

Investment Experience

Public Board Service

Risk Oversight and Risk

Management

Utility Industry Experience

CURRENT DIRECTORS NOT STANDING FOR REELECTION

Mr. Michael L. Gallagher will retire from the Board effective at the Annual Meeting. The Board recognizes

Mr. Gallagher's distinguished service over the years and thanks him for his tireless labor, devotion and

service to the Company.
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Director Independence

v

11 ofourl2
Directors are independent

•

.

.

NYSE rules require companies whose securities are traded on the NYSE to have a majority of
independent directors. These rules describe certain relationships that prevent a director from being
independent and require a company's board of directors to make director independence determinations
in all other circumstances. The Company's Board has also adopted Director independence Standards to
assist the Board in making independence determinations. These Director Independence Standards are
available on the Company's website (www.pinnaclewest.com).

In accordance with the NYSE rules and the Director Independence Standards, the Board undertakes an
annual review to determine which of its directors are independent. The review generally takes place in
the first quarter of each year; however, directors are required to notify the Company of any changes that
occur throughout the year that may impact their independence.

Based on the Board's review, the Board has determined that all of
the Company's Directors and Director nominees are independent,
except Mr. Guldner due to his employment with the Company.
Mr. Brandt was not independent while he was on the Board due to his
employment with the Company.

The Company has purchase, sale and other transactions and relationships in the normal course of
business with companies with which certain Company Directors are associated but which the Board
determined are not material to our Company, the Directors or the companies with which the Directors
are associated. These transactions were reviewed and considered by the Board in determining
the independence of Company Directors. In particular, the Board took into account the following
transactions during fiscal year 2019:

Ms. Bryan is an executive officer of Insight Enterprises, inc. ("Insight"), which provides computer
hardware and software products and IT services to APS. The amounts paid to Insight represent less
than l% of the Company's and Insight's total annual revenues;

Dr. Cortese is an employee of Arizona State University, which is considered a part of the reporting
entity for the State of Arizona (the "State") for financial reporting purposes. During fiscal year
2019, various transactions occurred between the State and the Company and its affiliates, such as
the provision of electric service, the payment of various State fees, taxes, memberships, licenses,
sponsorships and donations, and the payment by each party of utility-related costs. The amounts paid
to and received from the State represent less than 2% of the State's total annual revenues; and

Mr. Fox serves as a director of Univar Solutions, Inc. ("Univar"), from which APS purchases chemicals
that are used in the operation and maintenance of our power plants. The amounts paid to Univar
represent less than 1% of the Company's and Univar's total annual revenues.

The Board believes that all of the transactions and relationships during fiscal year 2019 described
above were on arm's-length terms that were reasonable and competitive and that the Directors did not
participate in or receive any direct personal benefit from these transactions.

In addition, with respect to all of the Directors, the Board considered that many of the Directors and/
or businesses of which they are officers, Directors, shareholders, or employees are located in APS's
service territory and purchase electricity from APS at regulated rates in the normal course of business.
The Board considered these relationships in determining the Directors' independence, but, because the
rates and charges for electricity provided by APS are fixed by the ACC, and the Directors satisfied the
other independence criteria specified in the NYSE rules and the Director Independence Standards, the
Board determined that these relationships did not impact the independence of any Director. The Board
also considered contributions to charitable and non-profit organizations where a Director also serves as
a director of such charity or organization. However, since no Director is also an executive officer of such
charitable or non-profit organization, the Board determined that these payments did not impact the
independence of any Director.
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Director Compensation

Compensation of the directors for 2019 was as follows:

Change in
Pension Value

and Nonqualified

Deferred
Compensation

Earnings

($)'"

All Other

Compensation

($)

Total

(5)

0

20,648

156,905- -

0

¢-»-

. - .

6 -*22522§>

b-566,873

3973b"

.,.0-_-.-._.0
0 225,225

o 433,395

0 us 301 ,912

0 3389706 . .  , .

..,............., 0

103, 17O

31,687 n

97,845

- 5,510

2,453

O

0

0

Fees Earned

or Paid
in Cash

($)

m~ m.4_ 0
. -....... 105,000

- 120,000

.*............. __120,000

0

105,000

120000

150,000 ..

120,000

i650¢60° - " ~ ..

______.-_105,000
........-........ . 105,000

Stock

Awards
($)u1

._........ . 0 _
_..._ 120225

120,225 .

120,225 .

120,225 ......
- i20 . 225"

- 126,225 -»....

120,225

126,225

_184,615 _

120,225

230,735

292,068

225,225

Name
Donald E. Brandt'°l

Denis A. Cortese, M.D.

Richard P. Fox

Michae L. Gallagher

Jeffrey B. Guldner'3'

Dale. t k lein,  is .

Humberto S. Lopez

Kathryn Munr0 : -
Bruce J. Nordstrom

Paula J. Sims

James E. Trevathan,Jr.

-David Wage fer

iii

(2)

B)

In accordance with FASB ASC Topic 718, this amount reflects the aggregate grant date fair value of the stock awards. On May 15, 2019.

all of the Directors at that time received a grant of either common stock Or stock units ("SUs"). based on an election previously delivered to

the Company. All Directors received common stock except for Messrs. Fox, Gallagher, Trevathan and Dr. Klein, and Mses. Munro and Sims,

who each received SUs. Under the terms of the SUs, Ms. Sims and Mr. Trevathan will receive 100% of the SUs in stock and the remaining

Directors who received SUs will receive 50% of the SUs in cash and 50% of the SUs in common stock, in all cases on the last business day

of the month following the month in which they separate from service on the Board. The number of shares of common stock or SUs granted

was 1,263, and the grant date fair value of each share of common stock or SU is $95.19, which was the closing stock price on May 15,

2019. In addition, on January 2, 2019, Mr. Trevathan received a pro-rata grant of common stock based on his service on the Board from

December 2018 to May 2019 in the amount of 777 shares; the shares have a grant date fair value of $82.87. As of December 31, 2019,

the following Directors had the following outstanding RSU or SU awards; Mr. Fox - 5,637; Mr. Gallagher - 16,055; Dr. Klein - 16,106;

Ms. Munro - 14,061; Ms. Sims - 2,817; and Mr. Trevathan - 1,263.

The Company does not have a pension plan for Directors. The amount in this column consists solely of the abovemarket portion of

annual interest accrued under a deferred compensation plan pursuant to which Directors may defer all or a portion of their Board

fees. See the discussion of the rates of interest applicable to the deferred compensation program under "Discussion of Nonqualified

Deferred Compensation".

Mr, Brandt and Mr. Guldner are NEOs and their compensation is set forth in the Summary Compensation Table. Only non-management

directors are compensated for Board service. Mr. Brandt retired from the Board of Directors in November 2019.
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Discussion of Directors' Compensation

The Human Resources Committee makes recommendations to the Board for compensation, equity

participation, and other benefits for Directors. The director compensation program consists of the

following components:

.4............ . . . . . . .. . . . . . ..

Amount

is)

105,000

15,000

......._

»~.-. . _

Compensation Component

Annual Retainer

Audit Committee, Corporate Governance Committee, Human Resources

Committee, Finance Committee, and Nuclear and Operating Committee

Chairs Annual Retainers ._........~...,......~..._......_......

Lead Director Annual Retainer

Annual Equity Grant .,

30,000

Shares with a value of approximately

$120,000 on the grant date

Directors had an option to either receive the stock grant on May 15, 2019 or defer the receipt until a
later date. A director who elected to defer his or her receipt of stock received SUs in lieu of the stock

grant. Those directors who elected to receive SUs were able to elect to receive payment for the SUs in

either: (l) stock; (2) 50% in stock and 50% in cash; or (3) cash. The directors also elected whether to
receive these payments either as of the last business day of the month following the month in which
the director separates from service on the Board, or as of a date specified by the director, which date

must be after December 31 of the year in which the grant was received. The SUs accrue dividend rights
equal to the amount of dividends the director would have received if the director had directly owned one
share of our common stock for each su held, plus interest at the rate of 5% per annum, compounded
quarterly. The manner of payment for the dividends and interest will be based on the director's election
for payment of the SUs.

Directors of Pinnacle West also serve on the APS Board of Directors for no additional compensation .

The Company reimburses Board members for expenses associated with Board meetings and director

education programs.

The 2012 Long-Term Incentive Plan, as amended (the "2012 Plan"), was amended in 2017 to add
an overall limit to non-employee directors' compensation. The value of equity grants (based on the

grant date value) plus the aggregate amount of cash fees earned or paid is limited to $500,000 per
calendar year.

A comparison against the compensation programs of a peer group is generally performed every

two years, and a study was last performed and reviewed by the Human Resources Committee in

December 2019 using the peer group that we used in setting 2020 executive compensation, At that time
the Human Resources Committee and Board deferred deciding on any changes to the compensation for
the Board to a later date to allow for further deliberation. The last adjustment to Directors' compensation

was in December 2017 when the Board approved increasing the value of the annual retainer from
$100,000 to $105,000, the annual equity grant from $110,000 to $120,000, the committee chair
retainers from $12,500 to $15,000, the Lead Director annual retainer from $25,000 to $30,000, and
instituted a committee chair retainer for the chair of the Corporate Governance Committee. These

changes went into effect in May 2018. The Consultant, as defined in the Compensation Discussion and
Analysis, reviewed the study, validated the methodology, and concluded that the new amounts were

within the competitive range.
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Director Stock Ownership Policy

The Company believes that directors should have a meaningful financial stake in the Company to align

their personal financial interests with those of the Company's shareholders.

In December 2019, the Board amended the Company's stock ownership policy for non-management
directors to increase the holding requirement. Each director is required to hold or control Company

common stock, RSUs, or SUs with a value of at least five times the annual cash retainer fee paid to

directors. Directors will have three years from the date of the adoption of the amendment to meet the
new requirement; newly elected directors will have six years following the date they become a director to

reach the required ownership level. The Corporate Governance Committee may grant exceptions to this
policy for hardship or other special circumstances. Directors may not engage in any speculative trading,

hedging, or derivative security transaction (including any financial instrument such as a prepaid variable
forward contract, equity swap, collar, short-sales, or exchange fund) that involves or references Company

securities. In addition, Directors may not pledge, margin or otherwise grant an economic interest in any

shares of Company stock.

All of the Directors are in compliance with the Director Stock Ownership Policy.
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PROPOSAL 2

@
The Board of Directors unanimously recommends

a vote FOR the approval of the Company's

executive compensation

Advisory Vote on

Executive Compensation

Section l4A of the Exchange Act requires U.S. public corporations to provide for an advisory
(non-binding) vote on executive compensation. As discussed in more detail in our CD&A and the

accompanying tables and narrative, the Company has designed its executive compensation program

to align executives' interests with those of our shareholders, make executives accountable for business

and individual performance by putting pay at risk, and attract, retain and reward the executive talent
required to achieve our corporate objectives and to increase long-term shareholder value. We believe
that our compensation policies and practices promote a pay at risk philosophy and, as such, are aligned
with the interests of our shareholders.

In deciding how to vote on this say-on-pay proposal, the Board points out the following factors, many of

which are more fully discussed in the CD&A¢

.

•
.
•

Our Human Resources Committee has designed the compensation packages for our NEOs to depend

significantly on putting pay at risk by tying pay to the achievement of goals that the Human Resources
Committee believes drive long-term shareholder value;

Our pay practices are designed to encourage management to not take unacceptable risks;

We engage in periodic structural reviews of our compensation programs and policies; and

We believe that the Company's executive compensation program is well suited to promote the

Company's objectives in both the short- and long-term .

The Board endorses the Company's executive compensation program and recommends that the
shareholders vote in favor of the following resolution :

RESOLVED, that the compensation paid to the Company's Named Executive Officers as disclosed
in this Proxy Statement in the CD&A, the compensation tables and the narrative discussion, is

hereby approved.

Because your vote is advisory, it will not be binding upon the Human Resources Committee or the
Board. However, we value our shareholders' opinions, and we will consider the outcome of the vote

when determining future executive compensation arrangements.
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Human Resources Committee Report

The Human Resources Committee submitted the following report:

The Human Resources Committee is composed of non-employee directors, each of whom is

independent as defined by NYSE rules and the Company's Director Independence Standards.

In accordance with SEC rules, the Human Resources Committee discussed and reviewed the

Compensation Discussion and Analysis with management and, based on those discussions and review,

the Human Resources Committee recommended to the Board that the Compensation Discussion and

Analysis be included in this Proxy Statement.

HUMAN RESOURCES COMMITTEE CHAIR

Richard P. Fox
HUMAN RESOURCES COMMITTEE MEMBERS

Denis A. Cortese, M.D.

Humberto s. Lopez

Kathryn L. Munro

James E. Trevathan, Jr.

(" ICompensation Discussion and Analysis CD&A"

Named Executive Officers

Our NEOs for 2019 were:

s~so .

9
/ii e

Donald E. Brandt lames R. Hatfield

Executive Vice President,

Chief Administrative Officer and

Treasurer of PNW and Apsi2i

Former Chairman of the Board,

President and Chief
Executive Officer of PNW and

Chairman of the Board and

Chief Executive Officer of APS"'

Jeffrey B. Guldner

Chairman of the Board,

President and Chief Executive
Officer of PNW and Chairman of

the Board and Chief Executive

Officer of APS

3.
>

Ie 9 Tl'pin
Robert S. Bement Robert E. SmithDaniel T. Froetscher

President and Chief Operating

Officer of APS
Senior Vice President and

General Counsel of PNW and
APS

II)

iz:

Bl

Executive Vice President and
Special Advisor to the Chief

Executive Officer of APS(3l
Mr, Brandi retired on November 15, 2019.

Mr. Hatfield was promoted to the position of Executive Vice President and Chief Administrative Officer of PNW and APS effective January 8, 2020 and

Treasurer effective February 19, 2020. For 2019. Mr. Hatfield served as Executive Vice President and Chief Financial Officer of PNW and APS.

Mr. Bement retired on March 31, 2020.
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Executive Summary

BUSINESS OVERVIEW

Pinnacle West is an electric utility holding company based in Phoenix, Arizona, one of the fastest-

growing metropolitan areas in the United States. Through our principal subsidiary, APS, we provide retail

electricity service to 1.3 million customers in II of Arizona's 15 counties.

50%

We have the full range of resources needed to satisfy customers'

expectations, support Arizona's expanding economy and

population, and deliver long-term value to shareholders: ) of our diverse

energy mix today

comes from clean,

carbon-free resources
.
.

. Palo Verde Generating

/o of Arizona'5.

strong, experienced senior leadership;

talented and resourceful employees who are the Company's

strength;

a diverse, well-performing energy portfolio that will grow even

cleaner with our new commitment to clean energy; and

an established track record of safe, reliable operations.

Station provides nearly

70 o
carbon-free energy

Clean energy plays a vital role in meeting our customers' energy
needs, and today 50% of our diverse energy mix comes from

clean, carbon-free resources. The Company has been on a trajectory of increasingly clean energy

through solar power innovation, major investments in energy storage technology, carbon-free nuclear

operations and advances in energy efficiency solutions. Now, we are accelerating and solidifying that

path with a goal to deliver 100% clean, carbon-free and affordable electricity to customers by 2050.
We will rely on intelligent investments in renewable resources, continued modernization of the grid and
the nuclear power produced at Palo Verde Generating Station, the nation's largest carbon-free energy

resource, to sustain reliability and affordability on the pathway to the 100% goal.

While we share ownership of Palo Verde, APS retains full day-to-day operational responsibility, including

regulatory responsibility to the NRC. The complexity of running a nuclear plant of Palo Verde's size

requires a highly specialized and experienced management team. Given our need for specialized

experience within our organization, we maintain strong succession planning practices and are focused
on developing and retaining talent within our Company. Our Board's focus on attracting, developing and
retaining highly skilled and experienced executives is a core consideration in structuring our executive
compensation programs.
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BUILDING SHAREHOLDER VALUE THROUGH OPERATIONAL EXCELLENCE AND A

SUSTAINABLE ENERGY FUTURE

As Arizona's largest and longest-serving electric company, we're proud of our heritage and performance.
We also recognize the implications of new technologies and growing customer expectations, which are

leading to changes at our Company and in our industry. Our strategy for building long-term value is

driven by our core operational excellence and financial strength while also capitalizing on technology
advances that promote a sustainable energy future, including our goal for 100% clean, carbon-free and
affordable electricity by 2050:

Executing on our Financial and Operational Objectives Ensuring a Sustainable Energy Future

•
.

.

.
•

Integrating technology to modernize the grid

Incorporating clean energy resources to
meet the needs of customers

Sustaining our operational excellence

Maintaining our financial strength

Leveraging Arizona's economic growth

DELIVERING RESULTS

Our management team has maintained a focus on our core business of operating and investing in a

vertically integrated electric utility. Under the leadership of the senior officer team, Palo Verde Generating

Station has become one of the top performing nuclear power plants in the U.S. We have, over the long

term, provided gains in shareholder returns and maintained high credit ratings.

During 2019, our total shareholder value underperformed our historical track record. Increased
regulatory uncertainty impacted shareholder confidence. Our renewed focus on ensuring robust
communication and collaboration with the ACC and other stakeholders has already put us on a more

positive path forward for 2020. Although our total shareholder value underperformed, we achieved the
following accomplishments in 2019, among others:

•

.

.

.

.

•

Total shareholder value increased $889.2 million in 2019, $2.4 billion over the past three years, and
$4.0 billion over the past five years;

Our TSR was 9.0%, 12.9%, 27.2% and 56.2% for the past one, two, three and five-year

periods respectively;

Pinnacle West increased its dividend for the 8th consecutive year, by 6% in 2019;

APS finished top quartile relative to peer electric utilities for OSHA recordable injury events;

Pinnacle West was named to the Climate Change and Water Security "A Lists" by global environmental

impact nonprofit CDP, the only U.S. electric utility and just l of 10 U.S. companies with A's in both
categories; and .

Pinnacle West once again obtained an Environmental Sustainability and Governance "A" rating from

MSCI (as of June 25, 2019).
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2019 COMPENSATION PLAN

For 2019, the Company's core executive compensation program for our NEOs consisted of the following

key components;

Performance LinkMeasurement Period DescriptionPay Element

Cash
mi'32

N"us
. , . , . . ,  , , . . , . .. . . . ,  , . . . . . . .. .. ,, ... . , . , .. . , . , , , , . .,....., ... ., .. .-*.....,...

Universal measure of business financial

performance; encourages achievement of

bottom-line earnings growth goals.

Cash 1 year

mU>
4-I:nou
E
as:r::
<

Pre-established operational business unit

performance goals that include safety,

customer satisfaction and operational quality

and efficiency metrics.

Salary is based on experience, performance and responsibilities and is benchmarked to a peer

group and market survey data to align with competitive levels.

Earnings

Former CEO'"2 62.5%

Current CEO"l¢ 50.0%

Other NEOs: 50.0%

Business Unit

Performance!2l

Former CEO(I': 37.5%

Current CEO"12 50.0%

Other NEOs: 50.0%
-

Relative TSR

5 0 %
Performance

Shares 3 years
70%(3)

Relative measures incentivize sustained

shareholder value creation and strong
performance on operational benchmarks.

Relative Operational

Performances"

5 0 %

ID
o
?.B:
m
u
E
E5
up
'Tus:
o. | Stock Price

Vest ratably over

4 years

Restricted

Stock Units
30%(3)

Encourages retention; value dependent upon

share price appreciation and fouryear vesting

to encourage retention.

We provide benefits, including pension and deferred compensation programs, change of control agreements and

limited perquisites, designed to attract and retain our executive talent.

w
r..:*U:vm

(II

(2)

Ra)

up

For fiscal year 2019. Mr. Brandt participated in the Pinnacle West 2019 CEO Annual Incentive Award Plan (the "CEO lhcentive Plan").

Effective on November 15, 2019, Mr. Guldner, as Chairman of the Board, President, and Chief Executive Officer of PNW and APS,

continued to participate in the APS 2019 Annual Incentive Award Plan (the "APS Plan") and did not participate in the CEO Incentive

Plan. However, the APS Plan was amended so that the portion of Mr. Guldner's incentive opportunity tied to earnings was based on PNW

earnings and not APS earnings. For additional details regarding Mr. Guldners incentive award for 2019, please refer to pages 61 and 67.

Based on the following business units, as applicable: Corporate Resources (Enterprise Security; External Affairs; Facilities, Supply Chain

and Transportation ("FaST"); Finance/Accounting; Human Resources; information Technology; Legal; Regulatory; Resource Management;
and Sustainability), Palo Verde, Customer Service, Fossil Generation. and Transmission and Distribution. For additional details regarding our

goalsetting process and the specific business unit goals for 2019, please refer to pages 6671.

For all of our officers other than our CEO and our Executive Vice Presidents, our annual longterm equity awards were granted 60% to
performancebased measures and 40% to timebased vesting.

Based on the following benchmarks: Customer reliability, customertoemployee improvement ratio, Occupational Safety and Health
Administration ("OSHA") all incident injury rate, nuclear capacity factor, and coal capacity factor; all of which are based on comparisons
to companies selected by independent, objective data providers. For additional details regarding our goalsetting process and the specific
relative longterm operational goals for 2019 performance share awards, please refer to page 73.
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PAY AT RISK

The Company believes that a significant portion of each NEO's total compensation opportunity should

reflect both upside potential and downside risk.

The charts below illustrate the strong emphasis that we place on performance-based, shareholder-aligned

incentive compensation;

2019 FORMER CEO

TOTAL COMPENSATION

2019 CURRENT CEO

TOTAL COMPENSATION

2019 AVERAGE FOR OTHER

NE[ls' TOTAL COMPENSATI0N

17.3%

Base
Salary

23.4%
Base

Salary 33.8%
Base

Salary
83% AT RISK 77% AT RISK 55% AT RISK

61 .1 %
Long Term

Incentive'"

54.7%
Long Term

Incentive

21 .9%

Target Annual
Incentive

41 .7%

Long Term
Incentive"'

21 .S%

Annual
IncentiveG G CD 24.5%

Target Annual

Incentive

3 0 %RSUs

' " Excludes 2017 CEO PerformanceContingent Award (defined and described below on pages 55 and 75).

12) Mr. Smiths annual awards were 60% Performance Shares and 40% RSUs.

EXECUTIVE COMPENSATION ENHANCEMENTS

We are committed to actively engaging with our shareholders and to make changes to our compensation

program to ensure that it represents our strong commitment to our pay-for-performance philosophy.

Over the past several years, we have undertaken the following enhancements

Enhanced Rigor of Performance-Based Plans

. Increased relative TSR-based performance share outperformance for target vesting to the 55th

percentile or higher (up from the 50"' percentile) for our CEO and Executive Vice Presidents, starting

with the 2020 grant.

Increased Percentage of At-Risk Compensation

. Performance shares for our CEO and Executive Vice Presidents have increased from 55% of long-term

incentive to 70% of long-term incentive since 2016

Changes to CEO Compensation

.

.

.

Discontinued the use of a separate CEO incentive plan to simplify reporting across the executive team

starting in 2020

Lowered CEO target amount to 110% of base salary from previous midpoint of 125% of base salary

Committed to no further CEO retention grants for Mr. Brandt

Adopted Clawback Provisions

. Adopted a formal clawback policy covering short- and long-term incentive awards beginning in 2018,

with separate clawback provisions added to performance shares and annual incentive plan awards

in 2016
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In the spring of 2019, we committed to make some of the changes to our compensation program as

highlighted above. These changes were well-received by our shareholders and in 2019 our say-on-pay
vote received a "for" vote of 96%. Given the shareholder support of our compensation program that was

evidenced by the 2019 vote results, we implemented the changes we had committed to making but we
didn't make any additional changes to our compensation program as a result of the say-on-pay vote.

KEY 2010 COMPENSATION DECISIONS

For fiscal year 2019, the Human Resources Committee (for purposes of the CD&A, the "Committee"),

or the Board acting on the 0ommittee's recommendation, approved the following compensation for
our NEOS:

2019 BASE SALARY ADJUSTMENTS

For fiscal year 2019, the Committee increased Mr. Brandt's salary by 3.2% and the Board, acting on the
Committee's recommendation, increased Messrs. Hatfield's, Bement's, Froetscher's and Smith's base
salary between 3.2%-9.1%. Mr. Guldner also received promotional increases in January and November

of 2019 in recognition of his advancements to Executive Vice President, Public Policy of PNW and
President of APS and then to Chairman of the Board, President and Chief Executive Officer of PNW and

Chairman of the Board and Chief Executive Officer of APS, respectively.

2 0 1 9 ANNUAL INCENTIVE AWARD

Our 2019 annual incentive performance goals were set within the context of the business and economic
circumstances known at that time. As a regulated utility, we are generally unable to adjust our base
retail prices outside of a rate case. As such, in years in which we do not expect a retail rate adjustment,
changes in our revenues over the previous year would depend largely on factors beyond our control,

such as customer growth, weather and customer usage patterns.

Consistent with this methodology, we set the APS earnings target at $538 million for 2019, relatively flat
to the 2018 actual incentive earnings of $537.2 million. Likewise, we set Pinnacle's 2019 target earnings
range such that its projected midpoint was $515 million, compared to Pinnacle's 2018 actual incentive
earnings of $511 million. In both cases, the earnings goals were set to reflect modest sales growth and

continued focus on effective cost controls.

Actual earnings for APS and Pinnacle West for incentive plan purposes were 9% and 12% below the

2019 target payouts, respectively, as shown on pages 66 and 67. The decrease in 2019 earnings was

driven in part by mild weather and lower sales growth, partially offset by effective cost controls.

The 2019 operational business unit performance goals were evaluated and revised in certain key

business areas to better align with our priorities and emphasize top-quartile or above performance.

The average of all business unit metric performance for 2019 was 115% of target compared to

122% of target in 2018 (see page 65 for a table summarizing 2019 through 2018 business unit
metric performance).

2 0 1 9 LONG-TERM INCENTIVE AWARDS

Our long-term equity incentive compensation is intended to align the interests of executives and our
shareholders and increase the long-term shareholder value while also offering an award opportunity
that helps attract and retain qualified, experienced executives. The 2019 long-term incentive grant
awarded to Mr. Bement was increased to better align his award amount to competitive market data and

Mr. Guldner's grant was increased in recognition of his expanded responsibilities due to his promotion to
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Executive Vice President, Public Policy and President of APS. For all other NEOs, we granted the annual

awards consistent with our long-term equity incentive compensation determination process as described
on page 72.

2017 CEU PERFORMANCE-CONTINGENT AWARD

In March 2017, the Committee granted Mr. Brandt a two-year, performance-based cash award ("2017
CEO Performance-Contingent Award"). This award was designed to incent Mr. Brandt, a retirement
eligible CEO, to remain in his current role while further emphasizing the Board's succession planning
priorities. The 2017 CEO Performance-Contingent Award was subject to clearly-defined performance

goals. The return on equity and earnings conditions were achieved, and consistent with the award
agreement, the Corporate Governance Committee assessed Mr. Brandt's performance with respect to

the succession and development actions and concluded that Mr. Brandt had successfully completed
those actions, all as detailed further on pages 75-76 of this Proxy Statement. On February 19, 2019,

the Committee approved a $4 million payment to Mr. Brandt based on the achievement of the specified

performance goals. An amount of $2 million of the 2017 CEO Performance-Contingent Award was

included in the Summary Compensation Table for 2018. The remaining $2 million was included in
the Summary Compensation Table in the column under "Non-Equity Incentive Plan Compensation" for
2019. In 2019, the Committee committed to making no further retention grants to Mr. Brandt.

COMPENSATION GUVERNANCE

Our executive compensation program is overseen by the Committee. Through ongoing shareholder

engagement and regular assessment of our compensation governance practices, we seek to continue to

improve our compensation governance;

v

COMPENSATION GOVERNANCE

Shareholder feedback informs compensation program design•
.

.

Substantial proportion of target compensation is at risk (83% for the former CEO, 77% for the

current CEO and 66% for other NEOs)

Performance shares are 100% tied to relative performance (50% on relative TSR and 50% on

relative operational metrics) and require 90th percentile performance for maximum payouts

No excise tax gross-up provisions in new or materially amended Change of Control Agreements

(defined below) with our NEOs

Anti-hedging policy for all Directors, officers and all employees and anti-pledging policy for all
Directors and officers

.

.

Stock ownership guidelines for all NEOs (all NEOs are in compliance with the stock

ownership guidelines)

Clawback policy for our current or former executive officers covering short- and long-term

incentive awards
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Our Philosophy and Objectives

Our compensation program is designed to be transparent with a clear emphasis on putting pay at risk

and retaining key executives. Our executive compensation philosophy incorporates the following core
principles and objectives:

.

• Alignment with Shareholder Interests. We structure our annual cash and long-term equity incentive
compensation to put pay at risk and reward business performance. Payouts under these plans are
tied predominantly to the Company's total return to shareholders, earnings, and the achievement of
measurable and sustainable business and individual goals, so that executives' interests are tied to the
success of the Company and are aligned with those of our shareholders.

Key Management Retention. We structure our program to provide compensation at levels necessary

to attract, engage and retain an experienced management team who have the skill sets and
industry experience to succeed in our complex operating and regulatory environment, including
operating the Palo Verde Generating Station, and who can provide consistently strong operating and
financial results.

Setting Executive Compensation

THE HUMAN RESOURCES CUMMITTEE

The Committee monitors executive officer compensation throughout the year and undertakes a

thorough analysis of our executive officer compensation each fall. This review includes consideration

of competitive positions relative to specified labor markets, the mix of compensation components,
performance requirements, the portion of pay at risk and tied to performance, and individual
performance evaluations. From December through February, the Committee considers and approves

executive officer compensation, including salary and cash and non-cash incentives. The Committee
makes all compensation decisions relating to our CEO's compensation, makes awards under the 2012

Plan, and determines the awards under the 2019 Incentive Plans (defined below). The Committee
recommends other executive officer compensation decisions, which are approved by the Board for

Pinnacle West officers and the Board of Directors of APS for APS officers.

RULE UF EXECUTIVE OFFICERS IN DETERMINING EXECUTIVE COMPENSATION

Management works with the Committee in establishing the agenda for Committee meetings and in

preparing meeting information. Management conducts evaluations and provides information on the
performance of the executive officers for the Committee's consideration and provides such other

information as the Committee may request. Management also assists the Committee in recommending;

salary levels; annual incentive plan structure and design, including earnings and business unit
performance targets or other goals; long-term incentive plan structure and design, including award
levels; and the type, structure, and amount of other awards. The executive officers are available to the
Committee's compensation consultant to provide information as requested by the consultant. At the

request of the Chair of the Committee, the CEO or other officers may attend and participate in portions of

the Committee's meetings.
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RULE UF COMPENSATION CONSULTANTS

The Committee's charter gives the Committee the sole authority to retain and terminate any consulting
firm used by the Committee in evaluating non-employee director and officer compensation. The

Committee engaged Frederic W. Cook & Co. to assist the Committee in its evaluation of 2019

compensation for our executive officers (the "Consultant"). The Consultant does not provide any

other services to the Company or its affiliates. The Committee has assessed the independence of the

Consultant and has concluded that the Consultant is an independent consultant to the Committee as
determined under the NYSE rules. The Committee instructed the Consultant to prepare a competitive

analysis of the compensation of the executive officers of the Company and of APS, and to make
recommendations for changes to the existing compensation program, if warranted .

PAY COMPARISONS

In evaluating compensation for the NEOs, the Committee takes into account analysis provided by the
Consultant and its recommendations regarding the competitiveness and structure of compensation .

The Committee considers the competitive market data presented by the Consultant as an important

reference point to assure the Committee of the reasonableness of compensation levels and programs

provided to executive management; however, actual compensation levels also take into account the

individual executives and their responsibilities, skills, expertise, value added, as well as the competitive

marketplace for executive talent.

CONSULTANT'S REPORT

The Consultant reviewed our executive compensation practices and considered the extent to which
these practices support our executive compensation objectives and philosophy. As part of this study, the

Consultant performed competitive pay comparisons for our executive officers based on three data sets;

Peer Group (33%)") General Industry Data (33%)"> Industry-Specific Data (33%)"'

2017/2018

compensation

information as disclosed
in 2018 SEC filings

for the Peer Group

(as described below)

From the Towers Watson
Energy Services Industry Survey

(reflecting the average between

companies in the $3B-$6B

revenue bracket and companies

with revenues greater than $6B)

Based on surveys published by

Aon Hewitt (averaging data for

companies in the $2.5B-$5B
revenue and $5B-$10B revenue

brackets) and Willis Towers
Watson PLC ("Towers Watson")

(averaging data for companies

in the $3B-$6B revenue and

$6B-$lOB revenue brackets)

II) Reflects weightings used for Messrs. Brandt, Guldner (for both roles in 2019), Hatfield, and Smith. Weightings for Messrs. Bement and
Froetscher are discussed below.

From these sources, the Consultant developed a consensus in which the competitive industry

comparison for Messrs. Brandt, Guldner, Hatfield, and Smith reflects a weighting of one-third peer group

proxy statement data, one-third Energy Services Industry Survey, and one-third general industry surveys.
Messrs. Bement and Froetscher did not have a general industry survey match, so the competitive

industry comparisons reflect an average of the peer group proxy statement data and Energy Services
Industry Survey data for each position. Compensation levels were updated to 2019 based on projected

executive level market movement from major salary planning surveys selected by the Consultant.
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In providing information to the Committee with respect to setting 2019 compensation, the Consultant
reviewed the total compensation levels of the NEOs and presented its analysis in October 2018. At
this time, the Consultant also reviewed the individual elements of compensation, including the design
of annual incentives and long-term incentives. In December 2018 and again in October 2019 the
Consultant provided additional analysis for Mr. Guldner to support his promotions to Executive Vice
President, Public Policy of PNW, President of APS, and to Chairman of the Board, President, and Chief
Executive Officer of PNW and Chairman of the Board and Chief Executive Officer of APS.

In its analysis, the Consultant provided competitive findings for base salary, annual incentive, long-
term equity incentives and target total direct compensation for the NEOs relative to the 25th, 50th and
75th percentile (the October 2019 analysis for Mr. Guldner considered the 25th percentile to median).
The conclusions of the reports as to competitive pay comparisons of the NEOs for these compensation
elements are as follows:

Target Total

Direct
Compensation"

50"' percentile
Name

Mr. Brandt

Target Annual

Cash
(Salary + Target

Annual Incentives)

75th percentile

2544; 25"1 percentileMr. Guldnerl*l

Long-Term
Incentives'"

25"'50ih

..... percentile

<25"' percentile

......,...
268sis... 50"' percentile

5019

Mr. Hatfield 50"' percentile

Mr. Bement .. 50'" F49.r9§>Mi.i,¢
50lY\75(h

. percentile

25"' percentile
501Il_75lh

Mr. Froetscher

., gl'pelcel[ile
50m percentile

. n-. _" ...

Mr. Smith

percentile

25"' percentile50"1 percentile

percentile
25'"50"'

percentile

in)

(2)

Long~term Incentive comparison excludes the annualized value of Mr. Brandt's 2017 CEO PerformanceContingent Award, a certain

arrangement for Mr. Bement under the non-qualified deferred compensation plan and the annualized value of a long term incentive award

granted to Mr. Smith upon hire; all are described later in this Proxy Statement on pages 7576. 93, and 84 respectively.

This information reflects Mr. Guldner' s position as Chairman of the Board, President and Chief Executive Officer of PNW and APS.

APPLICATIDN UF THE C[)MMITTEE'S IUDGMENT

The analysis in the Consultant's report and its recommendations regarding the competitiveness
and structure of compensation are factors that the Committee takes into account in its evaluation
of compensation for the NEOs. The Committee considers the competitive market data presented by
the Consultant as an important reference point to assure the Committee of the reasonableness of
compensation levels and programs provided to executive management; however, actual compensation
levels also take into account the individual executives and their responsibilities, skills, expertise, value
added, as well as the competitive marketplace for executive talent.

Company, business unit, and individual officer performance, as well as compensation competitiveness,
are the primary factors in determining the level of total direct compensation for the NEOs. While the
Committee considers internal pay equity in making compensation decisions, we do not have a policy
requiring any set levels of internal pay differentiation. Finally, the Committee evaluates other factors
that it considers relevant, such as the financial condition of the Company and APS. The Company does
not have a pre-established policy or target for allocation between cash and non-cash compensation or
between short-term and long-term incentive compensation, although the Committee does allocate long-
term awards between the two forms of equity grants.
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EXECUTIVE COMPENSATION

DETERMINING THE PEER GROUP

The Peer Group (defined below) used as one input in our pay comparison process is reviewed annually

for its continued appropriateness. The Committee takes into consideration the scope and complexity of

the Company's management responsibility and liability needs, including the following factors:

.

.

.

Pinnacle West's operating subsidiary APS operates Palo Verde Generating Station, the largest nuclear
power plant in the U.S., which has a $1 billion annual budget, employs one-third of APS employees,
and is subject to comprehensive and complex nuclear and environmental regulation;

The management scope of Palo Verde Generating Station operations necessitates that the Company

seeks talent from larger utilities, including those with significant nuclear operations and similar
regulatory and business challenges; and

APS has full operational control and legal responsibility for Palo Verde Generating Station, Four

Corners Generating Station and Cholla Power Plant. This is an important factor because APS does not

have 100% ownership of these stations and this operational responsibility would not be accounted for

in standard measures of Pinnacle West's or APS's size.

Given these factors, we make certain adjustments to our size measure to account for our operational

responsibilities, rather than solely ownership, to allow for more appropriate comparability of Pinnacle
West to potential peer companies. In determining the composition of the Peer Group, we adjust our

revenues to reflect our control and responsibility for Palo Verde Generating Station, Four Corners

Generating Station and Cholla Power Plant. The number used for APS revenues is adjusted to take into

account the revenues that are attributable to co-owned assets over which APS maintains full operational

control and legal compliance responsibility. This adjustment resulted in a number of $5.4 billion
compared to its reported twelve months ended June 30, 2018 revenues of $3.6 billion.

Within the range of potential peers based on adjusted revenues, the Peer Group below is then

determined based on additional factors including;

.

.

.

.

.
n

Scope of management complexity

Nuclear operations

Top industry talent (related to management complexity)

Regulated vs. non-regulated operations

Complexities of a challenging regulatory environment

CEO/senior management leadership

As a result of such review, the Committee approved the use of the same peer group that was used

in setting 2018 executive compensation. The Peer Group is broadly similar to the Company in scope

and complexity of operations (taking into account nuclear operations, regulatory profile, and other

quantitative and qualitative considerations) and positions the Company between the 25th percentile and
median with respect to revenues (adjusted as explained above).
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As outlined previously, peer proxy data is only one third of the compensation information that is
referenced for our NEOs (except for Messrs. Bement and Froetscher, where peer proxy statement

data is weighted at 50%). For setting 2019 compensation, the Peer Group consisted of the following

predominantly rate-regulated utilities (the "Peer Group");

Peer Group

PPL Corporation
SCANA Corporation

The Southern Company

WEC Energy Group, Inc.

Xcel Energy, Inc.

Alliant Energy Corporation

Ameren Corporation

CMS Energy

Consolidated Edison, Inc.

DTE Energy Company

Edison International
Eversource Energy

Hawaiian Electric

Industries, Inc.

NiSource Inc.

OGE Energy Corp.

RISK MANAGEMENT AND ASSESSMENT

The Committee reviewed a compensation risk assessment conducted independently by the Consultant.
The assessment focused on the design and application of the Company's executive compensation

programs and whether such programs encourage excessive risk taking by executive officers. In addition,

management advised the Committee that management has reviewed the overall compensation programs

for the Company's employees and has concluded that the programs are balanced and do not encourage
imprudent risk-taking. Management advised the Committee that non-executive employee compensation
programs generally consist of the compensation components contained in the executive compensation
programs. Based on the outcome of the Consultant assessment and the information from management,

the Committee believes that the Company's compensation programs (i) do not motivate our executive

officers or our non-executive employees to take excessive risks, (ii) are well designed to encourage

behaviors aligned with the long-term interests of stockholders, and (iii) are not reasonably likely to have a

material adverse effect on the Company.

Executive Compensation Components

BASE SALARY

Base salaries are set at competitive levels to attract and retain qualified, experienced executives. Salary

levels are based on experience, performance and responsibilities, and benchmarked to the Peer Group

and market survey data to align with competitive levels. The Committee reviews competitive salary

information and individual salaries for executive officers on an annual basis. in considering individual
salaries, the Committee reviews the scope of job responsibilities, individual contributions, business

performance, retention concerns, and current compensation compared to market practices. in setting
base salaries, the Committee also considers that base salary is used as the basis for calculating annual

incentive awards.
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EXECUTIVE COMPENSATION

In December of 2018, the Committee, based on the considerations set forth above, made the following

adjustments to the base salaries of the following NEOs for fiscal year 2019:

Name

2018 Base
Salary

($)

..............,....... . . . . . . ... . . . . . ................... . . . . ...,.........................................................................».....................................,.......................-..

.................................................................~.............................._....~...,.............................................................».....~............... .,

.........................................................................................................................................

...........,...................................... . . . ... . . . ................................. . . . ........ . . . . .. . . . . . . . . . . . . . . .. . . . ............................. . . . . . . . ... . . . . .. . . . . . . ................-,

Mr. Brandt"' nuuuu .....
Mr. GuldneN2l

Mr. Hatfield

_Mr. Bement

Mr. Froetscher

Mr. Smith

575,000

665,000

625,000

500,000

550,000

2019 Base
Salary

(S)

1,440,000

.. 730..000
686,000

645,000

.......540,000
600,000

in Mr. Brandt retired on November 15. 2019.

421 Mr. Guldners salary increased to $1,100,000 effective November 15, 2019 in recognition of his promotion to Chairman of the Board,
President, and Chief Executive Officer of PNW and Chairman of the Board and CEO of APS.

ANNUAL CASH INCENTIVES

Our annual cash incentives are strongly performance-based and designed to both reward achievement
of pre-determined annual performance objectives that are critical to our business operations and to

attract and retain qualified, experienced executives. Performance for NEOs is measured based on

relevant and objective earnings and business unit metrics.

.

.

CEO. For fiscal year 2019, Mr. Brandt participated in the CEO Incentive Plan. From January l,
2019 until November 15, 2019, Mr. Guldner participated in the APS Incentive Plan as President of
APS and Executive Vice President Public Policy of Pinnacle West. From November 15, 2019 until
December 31, 2019, Mr. Guldner, as Chairman of the Board, President and Chief Executive Officer of

PNW and APS, continued to participate in the APS Incentive Plan but the award opportunities were

based 50% on the achievement of specified 2019 Pinnacle West earnings levels and 50% on the

achievement of performance goals established for business units of APS in the functional areas of
customer service, transmission and distribution, fossil generation, corporate resources and the Palo

Verde Generating Station.

Other NEOs. Messrs. Hatfield, Froetscher and Smith participated in the APS Incentive Plan and

Mr. Bement participated in the APS 2019 Annual Incentive Award Plan for Palo Verde Employees

(the "Palo Verde incentive Plan").

The APS Incentive Plan and the Palo Verde Incentive Plan are collectively referred to as the "APS

Incentive Plans," and the APS Incentive Plans and the CEO Incentive Plan are collectively referred to as

the "2019 Incentive Plans". In December 2018, the Committee approved the CEO incentive Plan and
the Board, on the recommendation of the Committee, approved the APS Incentive Plans for officers.
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2019 INCENTIVE PLAN OPPORTUNITIES

2019 Actual

(% of Salary)

...........,,.,., . . . ..,..

NEO

Mr. Brandt

Mr. Guldner (as CEO)"'

Guldner (as President)"' . - . _ - - . ~

Target Maximum

(v. of Salary) (% of Salary)

12511) 200

110 220

90 180

75 150

75 150

75 150

65 130

Threshold
(% of Salary)

50

____________5730
"'*22.56

18.75

18.75

..~...~,.... -WW_1 kww-n

16.25

2019 Actual

ms)

126.2 1,588,248<2)

, 13.4 147,242(4)

_-__69..4__506,859<'

77.9 534,128

94.4 608,630

67.1 362.232(41

68.1 408,330

Mr.

Mr. Hatfield

Mr. Bement

Mr. Froetscher

Mr. Smith

(I)

m

m

(4)

Reflects a representative target amount under the CEO Incentive Plan - the Committee structured the CEO Incentive Plan so that if

Pinnacle West earnings came in at the midpoint between threshold and maximum amounts and each business unit achieved its target

performance levels, Mr. Brandt would receive an incentive award equal to 125% of his 2019 base salary.

This amount is the prorated amount of the incentive award because since Mr. Brandt retired during 2019, he was only eligible to receive a

prorated amount of the award based on the amount of time Mr. Brandt was employed during 2019.

Reflects the amounts associated with each position Mr, Guldner had during 2019.

Messrs. Guldner and Froetscher elected not to receive a payout for the Customer Service business unit under the APS Incentive Plan and
the amount in this column reflects a zero payout for this business unit.

ASSESSING PERFORMANCE AND PAYUUTS

The Board oversees the Company's business strategy. The Company maintains a rigorous performance

goal-setting process wherein goats are set based on our annual business planning process and reviewed
for relevance and appropriate alignment with our business strategy. This goal-setting approach is

integrated into our performance tracking and business reporting, providing a clear line of sight across
the Company on an ongoing basis.

The Committee annually reviews the metrics utilized under the annual cash incentive plans to ensure
that they remain relevant, with target performance goals set at levels that are intended to be challenging
without incentivizing inappropriate risk taking.

Individual awards under our annual cash incentive plans are based on the achievement of relevant
and objective earnings and business unit goals, which tie payouts directly to core measures of

business performance and key operational business unit results and ultimately serve to enhance
shareholder value.
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2019 ANNUAL INCENTIVE PLAN COMPONENT SUMMARY

PNW Earnings Performance

62.5%--(1) +
Business

Unit Performance

2019 Former CEO Annual

Cash Incentive
37.5%Earnings Above Threshold

37.5%
.' - u Earnings i:ttreshoid - - I
' ______.25%___.._.___-

> Earnings threshold must be met for any payout ofannual incentive award, with

25% of the award earned at threshold performance
-an-an . »_»-un _-»¢-q

Business Unit Performancean +
PNW Earnings Performance

50% 50%
2019 Current CEO

Annual Cash incentive")

APS Incentive Plan: Earnings threshold must be met for my payout of annual

incentive award

Business Unit Performance__n +
APS Earnings Performance

50% 50%

L 2010 Uther nEgs

Annual Cash Incentive'""'

APS Incentive Plan: Earnings threshold must be met for any payout of annual
incentive award

Palo Verrie Incentive Plan: Earrrfngs threshold and target business unit

performance must be met for payout of APS earnings component if earnings

threshold is not met, there can still be a payout under the business unit

performance component

(l) Weightings are shown as a percentage of total incentive opportunity.

(2) includes Mr. Guldner's participation as President.
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EARNINGS COMPONENT TARGET SETTING

In designing the annual cash incentives, the Committee sets earnings levels based on a reasonable range
of expectations for the year, while taking into account prior year performance and economic conditions.

Due to the regulated nature of the utility industry, earnings growth is impacted by the base rates
approved by regulators. Given that the rates we charge customers are generally fixed for several years,

our revenue streams don't increase in a linear year-over-year fashion. As a result, our annual earnings
are impacted by our ability to manage costs associated with our operations and investments while our

revenues typically remain relatively flat in years following a rate adjustment. Furthermore, planned
outages, weather patterns and varying electricity demand can lead to cyclical earnings fluctuations.
These factors are considered in our annual business planning and ultimately reflected in the earnings
targets that are approved by the Committee.

2019 Earnings Goals

For fiscal year 2019, the Committee set threshold, target and maximum Pinnacle West and APS

earnings goals to reflect modest sales growth and continued focus on effective cost controls. We set

the APS earnings target at $538 million for 2019, relatively flat to 2018 actual incentive earnings of
$537.2 million. Likewise, we set Pinnacle West's 2019 target earnings range such that its projected
midpoint was $515 million, compared to Pinnacle West's 2018 actual incentive earnings of $511 million.

BUSINESS UNIT COMPONENT TARGET SETTING

The business unit metrics component of our annual plan ensures that our compensation program
appropriately focuses our employees on core measures of overall Company health and performance.

Our use of business unit metrics in our NEOs' incentive plans promotes our continued success as a

safe, sustainable, and overall well-run vertically~integrated and regulated electric utility.

Determination Process

The determination of business unit metrics and targets is a year-long, multi-step process guided by

our strategic priorities. The Board oversees the Company's business strategy. The Company maintains

a rigorous performance goal-setting process wherein goals are set based on our annual business

planning process and reviewed for relevance and appropriate alignment with our business strategy.
Individual business unit targets are developed using a variety of methods depending on the metric under
consideration, including internal trends, external considerations, opportunities to improve performance,
and use of industry benchmark data. Targets are intended to incentivize performance while still being
attainable. The business unit metrics and targets are then shared and discussed with the Committee
and the Board before final metrics and targets are approved by the Committee and the Board .
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DecemberMarchApril AprilJune

Identify Areas of Focus

JulyNovember

Goal-SettingCorporate Business

Priorities
I
8
i . •I

Committee and Board

Approval of Metrics/

Goals•
I .

. .

Each year our

executive officers and

senior management

determine the annual

strategic plan and

critical areas of focus

to align with our

ongoing strategy

Guided by the annual

strategic plan and the

critical areas of focus,

business units identify

business unit-level

metrics which tier up

to support the broader

business priorities for

the year

The Committee and

the Board reviews and

discusses the metrics

and targets provided

by the business units

The Committee and

the Board approves

final metrics and

targets
li.

Several metrics are

set with reference

to industry-wide

benchmarks where

available, and are

typically set at the

top quartile

Non-benchmarked

metrics are designed

to drive favorable

trends based on

historical internal datai i
Under the business unit components of the 2019 Incentive Plans, the range of potential achievement
for each business unit metric was zero to 200% of the target level. Within that range, a target level of

achievement provided for a 100% payout, a threshold level provided for a 50% of target payout and a

maximum level provided for a 200% of target payout. Performance below the threshold level resulted
in a zero payout. Performance above the maximum level resulted in achievement of 200% of target. If
performance fell between threshold and target or between target and maximum, linear interpolation was
used to determine the actual percentage of target performance achieved.

2019 Business Unit Goals

The 2019 Incentive Plans measured NEOs on pre-established business unit performance in up to five
key areas; Corporate Resources, Customer Service, Fossil Generation, Palo Verde, and Transmission and

Distribution. Within each of these categories are specific metrics designed to incentivize achievements

in operational excellence, customer and communities, safety and employee performance, and cost
management, ultimately resulting in shareholder value creation.

The CEO was evaluated against metrics within each of these five categories to tie the CEO's incentive to

overall operational performance of the Company, and not to emphasize any one unit's performance over

the others. Other NEOs were evaluated based on performance in the business units that correlate to

their responsibilities.

See "Business Unit Components Under the 2019 Incentive Plans" on page 69 for additional details
regarding the metrics, targets and achievement levels for each business unit. We have revised our

2019 metrics in certain key business units to more closely align with our priorities and emphasize top
quartile performance and/or improve on historical trends, with year-over-year backtesting conducted to

ensure that we are maintaining or increasing the rigor of our goals. The 2019 average of all business unit
metrics performance for 2019 was 115% compared to 122% in 2018.

Business UnitPerformance

2019 Results

2018 Results

Corporate
Resources

(% )

121

127

Customer
Service

(% )

63

133

Palo
Verde

(%)

161

121

Fossil

Generation

(%)

131

115

Transmission
Distribution

(%)

100

116

Average
(%)

115

122
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2019 ANNUAL CASH INCENTIVE OUTCOMES

CEO Incentive Plan

EARNINGS CIIMPIINENT

For Mr. Brandt, the earnings portion of the annual cash incentive was determined based on Pinnacle
West earnings. The component was weighted at 62.5% of the award, with 25% of the award (50% of
base salary) earned based on achievement of threshold performance. The CEO Incentive Plan provided
that if the threshold earnings number is not met, no incentive payment will be awarded, regardless of
business unit performance.

Under the terms of the CEO Incentive Plan, earnings calculations are made excluding the impact of rate
adjustments related to actions of the ACC within the plan year, and the Committee evaluates the impacts
of unusual or non-recurring adjustments on actual earnings and may make adjustments to reflect such
impacts. As such, the Committee adjusted the Pinnacle West earnings number to exclude primarily the
effect of the timing of an ACC decision related to the installation of the Four Corners selective catalytic
reduction equipment deferrals and the refund of excess deferred taxes related to the 2017 Tax Cuts
and Job Act. The net effect of these adjustments was a reduction in Pinnacle West earnings from
$538.3 to $508.4.

Performance (in millions)

MaximumThreshold MidpointMetric

PNW Earnings $508.4
@2019 Actual

$569$515111$461

(I) Reflects a representative target amount under the CEO Incentive Plan - the Committee structured the CEO Incentive Plan so that if

Pinnacle West earnings came in at the midpoint between threshold and maximum amounts and each business unit achieved its target
performance levels, Mr. Brandt would receive an incentive award equal to 125% of his 2019 base salary.

BUSINESS UNIT COMPDNENT

As noted above, Mr. Brandt was evaluated against metrics within each of the five business unit areas to
tie his incentive to overall operational performance. The business unit component of the CEO Incentive
Plan was weighted at 37.5% of the award.

See "Business Unit Components Under the 2019 Incentive Plans" on page 69 for detailed goals and
achievement levels for each business unit.

2019 CEO Incentive Plan Results

The metrics, weightings, and results for Mr. Brandt under the 2019 CEO Incentive Plan are outlined below;

37.5% Business Unit Performance

Palo

Verde

Fossil

Generation

Transmission/ 2019

Distribution Total

(%) (%)

100 115

(7.5) (37.5)

(%)

131

(7.5)

(%)

161

(7.5)

Customer

Service

(%)

63

(75)

62.5% PNW
Earnings

(% )

88(1)

(62.5)

Corporate

Resources

(%)

121121

(7.5)

NEO

Mr. Brandt

Weighting

II) As a percentage Of midpoint; and as noted above, midpoint reflects a representative target amount under the CEO Incentive Plan - the

Committee structured the CEO Incentive Plan so that if Pinnacle West earnings came in at the midpoint between threshold and maximum

amounts and each business unit achieved its target performance levels, Mr. Brandt would receive an incentive award equal to 125% of his

2019 base salary.

(2) Reflects the average of all Corporate Resources business units.
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Mr. Brandt's incentive award was determined exclusively based on the metrics set forth in the CEO

Incentive Plan. Since Mr. Brandt retired during 2019, he received a prorated amount of the incentive
award based on the amount of time Mr. Brandt was employed during 2019. The Committee did not
exercise any discretion to make adjustments to the award other than the reduction to Pinnacle West

earnings as noted above.

APS Incentive Plans

EARNINGS COMPONENT

For all NEOs other than the former and current CEO, the earnings portion of the annual cash incentive
was weighted at 50% of the award and determined based on APS earnings. The APS Incentive Plan

provided that if the threshold earnings number is not met, no incentive payment will be awarded,
regardless of business unit performance.

From January l, 2019 until November 15, 2019, Mr. Guldner participated in the APS Incentive Plan
as President of APS and Executive Vice President Public Policy of Pinnacle West and the earnings

portion of his annual cash incentive was weighted at 50% of the award and determined based on APS

earnings. From November 15, 2019 until December 31, 2019, Mr. Guldner, as Chairman of the Board,
President and Chief Executive Officer of PNW and APS, continued to participate in the APS Incentive

Plan but the award opportunities were based 50% on the achievement of specified 2019 Pinnacle West
earnings levels.

The Palo Verde Incentive Plan provided that if the threshold earnings number is not met, the APS

earnings portion of the incentive payment will not be awarded. In addition, under the Palo Verde
Incentive Plan, Palo Verde's overall business unit performance was required to achieve at least 100% of
the target level for 2019 before Mr. Bement could receive any payout under the APS earnings portion.

Under the terms of the APS Incentive Plans, the Committee may adjust plan targets or incentive results

and may make other changes to the plan deemed necessary or appropriate due to unanticipated events
that arise during the performance period or unusual or non-recurring adjustments on actual earnings
that arise during the performance period, including without limitation, ACC rate-related impacts on
earnings. As such, the Committee adjusted the APS earnings number to exclude primarily the effect of
the timing of an ACC decision related to the installation of the Four Corners selective catalytic reduction

equipment deferrals and the refund of excess deferred taxes related to the 2017 Tax Cuts and Job Act.

The net effect of these adjustments was a reduction in APS earnings from $565.3 to $533.l.

Performance (in millions)

Threshold MaximumTargetMetric

APS Earningsll'
$533.1

2019 Actual E

$484 $538 $592

(1) From November 15. 2019 until December 31, 2019, Mr. Guldners award opportunities were based 50% on the achievement of the 2019

PNW earnings levels specified in the CEO Incentive Plan. See "CEO Incentive Plan" under 2019 Annual Cash Incentive Outcomes" on

page 66 for the achievement level of this PNW earnings goal.
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BUSINESS UNIT COMPONENT

As indicated above, NEOs other than the former and current CEO are evaluated based on performance

in the business units that correlate to their responsibilities. The business unit component for each
NEO other than the former CEO was weighted at 50%, with multiple business unit results averaged

for applicable NEOs. The APS Incentive Plans allow the Committee to make adjustments for individual

performance, and the Committee may exercise discretion under the APS Incentive Plans due to
unanticipated events that might arise during the performance period. The Committee did not make any
such adjustments for the NEOs in 2019.

From January 1, 2019 until November 15, 2019, Mr. Guldner participated in the APS Incentive Plan
and the business unit portion of his annual cash incentive was weighted at 50%, with multiple business
unit results averaged. From November 15, 2019 until December 31, 2019, Mr. Guldnercontinued to
participate in the APS Incentive Plan but the business unit portion was based 50% on the achievement
of performance goals established for business units of APS in the functional areas of customer

service, transmission and distribution, fossil generation, corporate resources and the Palo Verde

Generat ing Stat ion.

See "Business Unit Components Under the 2019 Incentive Plans" on page 69 for detailed goals and
achievement levels for each business unit.

2019 APS Incentive Plan Results

The metrics, weightings, and results for Messrs. Guldner, Hatfield, Froetscher, and Smith under the APS

Incentive Plan, and Mr. Bement under the Palo Verde Incentive Plan, are outlined below;

50% Business Unit Performance

2019
TotaI
(%)

Palo

Verde

(%)

Fossil
Generation

(%)

Customer
Service

(%)

50%
Earnings

(%)(|)

Transmission/
Distribution

%)

1001610I3) 131

Corporate

Resources

(%)

113(2)
CEO

NEO

Mr. Guldner - .......... .*...................

(10 0) (10.0) (1 0 .0 )(10 0) .....-..............................,...........................................................

......... 1
(50. 0)

86100

(10.0). . 0(3) . . . . . . ..
131113P r e s i d e n t

...............,........

(12.5)(12.5) (12.5) (50.0)(125)
116115(4)

.. . . . , . .~. . .... . . . . . . . . . .
(50 0) (50. 0)

........................................ 1 6 1

161

(50.0)(50.0)

(So 88100131or ;1219 1
...,..,........................................

(12.5) (50.0)(12.5)(12.5) (12.5)

118118(6)91
.. ................................................~ ....~..... . . ......................................--..,...............,.................................................... . . . . . ....... . . . . ...................

(50.0)

88

(50. 0)

. . ................ ,
. . 850. 65. 91 .

50. 0)

91 .

(50. 0)

(50, O) (50.0)

Weighting

Mr. tauidner .-

WeightingHatfield. . . . . . . . . . . . . . . . . .  " " " "  . . . . . ........»..

Weighting- ;1;1;; lj"""""."j , (
Mr. Bement
Weighting

Mr. FroetscherWeighting .. . . . . . . . . . . . . .  -  -

Mr. Smith

Weighting

m Reflects PNW earnings for Mr. Guldner as CEO and APS earnings for all others.

(5)

r21 Reflects the average of all Corporate Resources business units.

raj Messrs. Guldner and Froetscher elected not to receive a payout for the Customer Service business unit under the APS Incentive Plan.

r4i Reflects the average of the following Corporate Resources business units: Finance/Accounting, Human Resources and

information Technology.

Reflects the average of the following Corporate Resources business units: Enterprise Security, Resource Management, FaST

and Sustainability.

lsr Reflects the Legal Corporate Resources business unit.
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BUSINESS UNIT COMPONENTS UNDER THE 2019 INCENTIVE PLANS

The following table summarizes the metrics used for each business unit, in addition to individual weightings,

targets, and 2019 results. The percentage of target performance achieved reflects the comparison of our
actual achievement of a particular measure for 2019 to the target established for that measure.

Measure
Actual

ResultsTarget

% of Target

Performance

Achieved

118

28

15

41

24

0

0

Operational Excellence (60%)

Shareholder Value (25%)

114

200

Business Unit Measures

and Weighting

Corporate Resources

(Enterprise Security; External Affairs; Finance/Accounting; Human Resources; Legal; Regulatory; Sustainability)

_Employees (15%) OSHA Recordables (Company) (10%) *

DART (Days Away Restricted and/or Transferred)

...._.,...........-.......-.........._....... ., .-....,,..., -..... ..... ,.,,,..

Average of All Business Unit Resultsi" (60%) 100%

Total Corporate Resources O&M Budget (25%) Budget

114%

2.2% Under
Budget

113

41

_Corporate Resources (Information Technology)

Employees (15%) . ,, ___.
28

15 24

0

0

_100% -_

99.965%

1 14%

99.992%

114

200

9

Shareholder Value (15%)

100

75

200

OSHA Recordables (Company) (10%)

DART (Days Away Restricted and/or Transferred)

.............. ----4......................

Operational Excellence (70%) Average of All Business Unit Results"' (40%)

Safety and Mission Critical System Cumulative

Availability (10%)

- IT Event Clock Resets (10%)

Capital Project Execution (10%)

Total Corporate Resources O&M Budget (15%)

Iffy .
Budget 2.2% Under

Budget

160

41

24
0_
0

...._.._.,..........

-..-.. ~.............,... -__..
Customer Value (35%)

Shareholder Value (15%)

200

200

150

200

Q00

Corporate Resources (Resource Management)

Employees (15%) OSHA Recordables (Company) (10%) 28

DART (Days Away Restricted and/or Transferred) 15

Cases (5%)

Operational Excellence (35%) ERMG Violations (20%) 2

Day Ahead Energy Forecast (% Deviation) (15%) 1.80%

Passing ElM T-55 Hourly Balancing Test (20%) 95%

Deal Entry Accuracy (15%) . . 98%

Total Corporate Resources O&M Budget (15%) Budget

O

l.23%

96% ,.

99% .-

2.2% Under

Budget

113Corporate Resources (FaST)

Employees (15%) 28

15

41

24

O

.o

Operational Excellence (70%) 114

150

Shareholder Value (15%) 200

OSHA Recordables (Company) (10%)

DART (Days Away Restricted and/or Transferred)

Cases (5%)

Average of All Business Unit Resultsl" (60%)

__ Capital Project Execution (10%) -
Total Corporate Resources O&M Budget (15%)

100%

96%

Budget

114%

2.2% Under

Budget

161Palo Verdem

Employees (35%)
...-.,.-.............. ,

_............

Operational Excellence (30%)

97

12

5

100

92.6%

98.5%

200

200

0

200

200

80

Reactivity Management (7.5% ) 95

Site Safety Index (10%) 11

OSHA Recordable Incidents (10%)

Radiological Safety Focus Index (7.5%)

Site Capacity Factor (15%)

Summer Reliability Capacity Factor (15%)
. . __90..9%

. ,_987:
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% of Target

Performance
Achieved

200

Actual

Results

100

Target

90

Business Unit Measures
and Weighting

Performance Improvement

(15%)

.............. . M

. -

20O

145

200

. . .»...... ....

200

2. 12-
3.55

7 >=

8 G/W .>=

........ . ..... . . . . .

Shareholder Value (20%)

$4.0

$4.0

5 G/W;

No Red

Funded 6/30 7 G/W;

No Red

sBudget

Measure

Plant Health Committee (PHC) Level 4 Work

Old€tf$(25%) _ - m - - - - - - -H--M*-_-W
Startup CFI-R (PPB - Spring Outage) (2.5%)

Start-up CEI-R (PPB - Fall Outage) (2.5%)

CAP Quality Index, Funded 6/30 and 12/aw*

Site Operational Focus Indicator,

and 12/31r4) (2.5%)

O&M Budget (12.5%)

_ -*.,,.., , .........,.. ... . . ......... . . .

200s;BudgetCapital Budget (5%)

200-
$90dR...... . . ..........,-,

Value Based Maintenance Savings (2.5%)

mm_..4 Gre.e.n_____._.

$3.8M Under 200
Budget

$2.4m Under
Budget

$l.OK Over
Target

63
.

41

Customer Service

Employees (15%) ". . .. . . . . . . - » 0.._

0

.. . . . . . . . , . . .

- . . u, , . . . . . . . . . . . . . . .  ,  . . . . . . . . . . . . . . . . . ...........

......,,... , .,. , .,....., , - . ........,. . . ., .. , , ...

(20%)
..,... . . - u. . . . . . . . . . . . . .  , , . , .. .... ..,. .. ... ...... . . .

0...

127

188

0

9.08

7.46%

84.7%

2.3% Over

10.15

8 .00%...._*_*

82 .5% _

BudgEt

OSHA Recordable Incidents (Compa.ny(10%.)........_._28.....___.____-..-

DART (Days Away Restricted and/or Transferred) 15 24

............_. Cases (5%) ..__._.._..._.__..

Operational Excellence (40%) Self-Service Transactions per Customer (20%)

Customer Call Abandon Rate (20%)

Customer Value (20%) Customer Outcome Satisfaction - CCT

Shareholder Value (25%) Customer Service O&M Budget (25%)
Budget

131
_

. ..._.
-, . ....... , . . . . . . , . . . . . .... . . . . . . . ..........., . . . .. , , . . . . .  ,

0

0

g

5

..._........ n-.. . ,.,...., ... 4 - - - - . . *.,

..... -.., . . . . , .. . . ......... . _...
125

200

200
.. ........, , ...... ................... . . ,,.. .......................,. . . . . .............................

Fossil Generation - Average of Plant and Corporate Engineering Results

Fossil Fleet Metrics (45%) Fossil Fleet Metrics Applicable to Each Plant

OSHA Recordable Incidents (10%) 3

DART (Days Away Restricted and/or Transferred) 2

Cases (5%)

Capital Project Execution (10%) 96%

Reportable Environmental Incident (REI)'5' (10%) 0

Net Operating Expense (10%) Budget

97%

0 n
3.7% Under

Budget
... . . . . ..n .

146Plant Level Metrics (55%) ... .... .. m ..... . . .. , ... ,. . . . .. m - ...

20099.1%95.0%

-- .. . . . . .. .

92.9%92.0%

Plant Summertime Equivalent Availability

Faclor*6l (20%) ..
Plant Work Mgt. T-0 Schedule AdhereNce (20%). . . .. .... ..... . -

118-

20023 -_

151

Chulla Plant Total (Fleet and Plant Level Metrics)

Plant Event Free Clock Resets (15%)

Four Corners Plant Total (Fleet and Plant Level

Metrics) __. ... n *m ..,......... .

20092.0%81.2%

144;
200

Plant Summertime Equivalent Availability

...Factor"*'_(2O%)__......._.__.__
Plant Work Mgt. T-0 Schedule Adherence (20%) 92.0% 94.2%

Plant Event Free Clock Resets (15%) 3 2

ocotillo, Sundance, Saguaro, & Douglas Plants

TotaI (Fleet and Plant Level Metrics) n., "
1118

O90.8%93.8%Plant Summertime Equivalent Avallabihty Factor -

Ocotillo GT;3-74£1 (15%) . . . -- n - n i . -. i . . m .Eg-
99.6%99.5%

_. . » .................... . . . ..,.,.,....... - ...-.... -. .m. . - . . .... . . .

94.7%
,4 . .. . . . .. . . ... ... " . . w-

154

2001

Plant Startup Reliability - Ocotillo GT12,

Sundance, Saguaro, and Fairview (15%)

Plant Work Mgt. T-0 Schedule Adherence (10%) 92.0%

Plant Event Free Clock Resets (15%) 2
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Actual

ResultsTarget

% of Target

Performance

Achieved

124

Business Unit Measures

and Weighting

Plant Level Metrics (55%)

(cont.)

97.2% 85

..*...,
96.9%

1
_

198

100

103

93.9% 87.2% 0

Reliability (CC1-3, GT1-2) (15%)

gt. T-0 Schedule Adherence (10%)

ree Clock Resets (15%)

....................-.....~__.__... .~.,. 98..3.%

92.0% 94.4%

2 3

188

148

50

Yucca Plant Total (Fleet and Plant Level Metrics)

99.3%

97.6%

93.8%

149

500

200

65

1 0(15%) 200

125Employees (15%)

Plant Startup Reliability (20%) 98.5%

Plant Work Mgt. T-0 Schedule Adherence (10%) 92.0%

Plant Summertime Equivalent Availability 95.2%

_-Factorlsl (10%)

Plant Event Free Clock Resets

Corporate Engineering Total

9
5

...................-. o

0

92.7% 100

99.4%

Shareholder Value (10%)

188

200
125

200

Measure

Redhawk Plant Total (Fleet and Plant Level

__.Metrics)

Plant Summertime Equivalent Availability 97.8%

Factor'°' (20%)

Plant Work Mgt. T-0 Schedule Adherence (20%) 92.0%

Plant Event Free Clock Resets (15%) 1

- West Phoenix Plant Total (Fleet and Plant Level

_Metrics) .

Plant Summertime Equivalent Availability

Factor(°l (CC5 & CC4) (15%)

Plant Startup

Plant Work M

Plant Event F

OSHA Recordable Incidents (10%) 3

DART (Days Away Restricted and/or Transferred) 2

. . ,, __Cases.(5%)
Operational Excellence (75%) Fleet Summertime Equivalent Availability Factor'°' 92.7%

(20%)

G&O Start-up Reliability (10%)

Engineering Event Free Clock Resets (15%)

Capital Project Execution (30%)

Net Operating Exp.ense (10%)

98.7%

9 6 %

.-........-... Budget

1 ...

_ _ 9 7 %

3.7% Under

Budget

100Transmission & Distribution

Employees (15%) 19

10

21

14

67

0

Operational Excellence (65%)

0,84 0.84 100_

Shareholder Value (20%)

72

200

100

88

_OSHA.Recordable lncidents(10%) ___..... .

DART (Days Away Restricted and/or Transferr;1*)-

System Average Interruption Frequency Index

("SAIFI") .- All Weather (15%)

System Average Interruption Duration Index

("sAI.of") .... ..
Human Performance Event Clock Resets (15%) 21

Capital Project Execution (20%) 96%

Transmission & Distribution O&M Budget (20%) Budget

.. . . ~........ .........-. . _..14 ...... . . _ .  , . -

1 96%
0.2% Over

Budget

(1)

(2)

(3)

(4)

(5)

Lil

Average includes; Transmission/Distribution, Customer Service, Fossil Generation and Palo Verde.

Palo Verde business unit performance goals must achieve at least 100% payout overall before payment of the APS performance component

can occur.

The CAP Quality Index reflects 6month goals that are actualized and funded on June 30th and December 31st.

The Site Operational Focus Indicator reflects 6month goals that are actualized and funded on June 30th and December 31st of the

plan year.

Human Performance related only. If total fleet aggregate for this metric is greater than four, then there will be zero payout for this metric at

each individual plant.

Summertime Equivalent Availability Factor (EAF) calculations from June - September.
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EXECUTIVE COMPENSATION

LONG-TERM INCENTIVES

Our long-term equity incentive compensation is intended to align the interests of executives and our

shareholders and increase long-term shareholder value while also offering an award opportunity that
helps attract and retain qualified, experienced executives. The Company currently uses two types of

equity awards: performance shares and RSUs. For our CEO and our Executive Vice Presidents, our

annual long-term equity awards were granted 70% to performance-based measures and 30% to
time-based vesting and for all other officers, 60% to performance-based measures and 40% to time-
based vesting.

2019 LONG-TERM EQUITY INCENTIVE COMPONENT SUMMARY

Measurement PeriodVehicle

% of Target

Equity Pay Mix

7 0 3 years
Performance Shares

Performance link

REIzIIvETS-R (50%)

Relative 0perationaI Performance (50%)

Stuck Price30-805 Vest ratably over 4 years

To determine the amount of performance share and RSU awards for the annual grants made in February
of each year, the Committee first establishes a target compensation value for each officer that it wants
to deliver through long-term equity award opportunities. The Committee considers various factors,

including the retention value of the total compensation package, the long-term equity component in light
of the competitive environment, and individual performance. The Committee also considers target value

in light of the Company's achievement of earnings targets and overall performance. Once the target
value is established, the Committee determines the number of shares subject to the awards by reference

to the then-current market value of the Company's common stock and then allocated the 2019 awards
70% to performance shares and 30% to RSUs for the CEO and Executive Vice Presidents and 60% to

performance shares and 40% to RSUs for all other officers.

The 2019 awards to the NEOs were as follows;

,.... ...~,....~.Mm*~

..,.......

4 . -
..._....._............---»-

(2)

Name

Mr. Brandt

Mr. Guldner

Mr. Hatfield

Mr. Bement

Mr. Frnetscher

Mr. Smith

Grant Date Value
($)(ll

4,4063iT

1,800,309

1,000,414

700,543

700,543

650,505

on the

performance
Shares - 70% RSUs - 30%

(#) . (#)

33,980 14,564

13,900 5,960

_ _ _ 7724 3,312 .,

.......................... 5 , 4 0 8 2 , 3 2 0

5 , 4 0 8 2 , 3 2 0

4,304 2,872

(1)

In

For purposes of this table, Grant Date Value is equal to the total number of shares multiplied by the Company's closing stock price
date of grant ($90.65).
Mr. Smiths 2019 awards were 60% performance shares and 40% RSUs.
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EXECUTIVE COMPENSATION

PERFORMANCE SHARES

We granted performance shares to our NEOs in February 2019 for a three-year performance period

(the "2019 Performance Shares"), with two distinct elements - relative TSR and relative operational
performance against five metrics.

Rationale & Performance LinkWeighting

50% Links pay to key measure generating shareholder

value relative to others in the industry

.
Measures the CompanyS TSR performance against:

S&P 1500 Super Composite Electric Utility Index

(the " Index")

50%

Metrics

Relative TSR

Relative Operational Performance Metrics are direct indicators of operational

performance and provide a clear barometer of

performance versus external benchmarks.
.
.
.

Measures the CompanyS average percentile ranking in:

Customer reliability

Customer-to-employee improvement ratio

OSHA all incident injury rate

Nuclear capacity factor

• Coal capacity factor

The Committee grants each award recipient a specified number of performance shares, which is
considered the "Base Grant." Under each of the two performance elements, up to 100% of the Base
Grant may be earned based on performance. The maximum award opportunity is 200% of the Base

Grant, which reflects the sum of the maximum opportunities for performance against the two elements:

Total Maximum Award Opportunity

>

200% of Base Grant

(would require 900' percentile or greater

performance for both relative TSR and

operational performance metrics)

RelativePerformance

Scale fur Each Element

90"" Percentile or Greater

75r Percentile

50lr Percentile

_25'" Percentile _
Less than 25"' Percentile

Performance Share

Payout for Each Element

100% of the Base Grant

75% of the Base Grant

50% of the Base Grant .

of the Base Grant

None *v-

TSR

TSR is the measure of a company's stock price appreciation plus dividends during the three-year

performance period. We believe using TSR strengthens the link between officer performance and

shareholder return. We anticipate that the common stock payout, if any, related to this element will be
made in February 2022. Starting with the 2020 grants for our CEO and Executive Vice Presidents, the
portion of the performance shares that are TSR based will vest at target only if the Company's three-year

relative TSR performance equals or exceeds the 55th percentile of the Index. This represents a change
from the Company's past awards, which vested at the median of the Index.

Operational Performance

The Company's "average performance" with respect to the metrics listed below will be the average

of the Company's percentile ranking for each of these metrics during each of the three years of the

performance period :

.

.

The Company's percentile ranking based on customer reliability results relative to other companies

reported in the Edison Electric Institute ("EEl") data;

The Company's ranking for a customer-to-employee improvement ratio, based on data provided by

S&P Global Market Intelligence ("Market Intelligence"), an independent third-party data system,
relative to other companies reported in the Market Intelligence data;
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.

.

.

The Company's percentile ranking based on the OSHA rate (All Incident Injury Rate) relative to other

companies reported in the EEl data;

The Company's percentile ranking based on nuclear capacity factor relative to other companies

reported in the Market Intelligence data; and

The Company's percentile ranking based on coal capacity factor relative to other companies reported

in the Market Intelligence data.

The metrics selected are direct indicators of key business performance success. The metrics can be

readily benchmarked and provide a clear barometer of top-tier performance excellence. We believe a

focus on these performance metrics over a three-year period aligns long-term compensation with key

operational goals, thereby enhancing overall Company performance. We anticipate that the common
stock payout, if any, related to this performance element will be made in October 2022.

The recipient must remain employed with the Company throughout the performance period, unless the
recipient meets any of the exceptions described under "Potential Payments upon Termination or Change

of Control."

A recipient of performance shares will receive additional shares of common stock equal to the amount

of dividends that the recipient would have received had the recipient directly owned the shares from
the date of grant to the date of payment, plus interest on such dividends at the rate of 5% per annum,
compounded quarterly, divided by the fair market value of one share of stock on the date of the stock

payout. This common stock is paid out only if the related common stock payout is made. The 2019

Performance Shares are not included in calculating pension benefits.

The 2019 Performance Shares are included in the Summary Compensation Table in the column under
"Stock Awards" and in the Grants of Plan-Based Awards table.

Payouts of 2016 Plan Awards

In 2016, the Committee granted performance shares to the NEOs (with the exception of Mr. Smith

who was not an employee at the time of the grant), based on relative TSR and relative operational

performance. For the three-year period ended December 31, 2018, our TSR percentile was 64.7%

compared to the companies in the Index. For the same period, our average performance percentile

with respect to the 2016 performance metrics was 62.5% compared to the companies included in the
operational performance metrics. The actual payout to each NEO is identified in the Option Exercises
and Stock Vested table.

RSUs

We granted RSUs to our NEOs in February 2019. RSUs vest in equal 25% installments over four years if

the award recipient remains employed by the Company or one of its subsidiaries unless the recipient meets

any of the exceptions described under "PotentiaI Payments upon Termination or Change of Control".

Each RSU represents the fair market value of one share of our common stock on the applicable vesting

date, and the value rises and falls with the Company's stock price.

The 2019 RSUs are payable at the election of the participant made shortly after the date of the initial

grant, either 100% in stock, 50% in cash and 50% in stock, or 100% in cash, and will vest each
February 20 in an amount equal to the number of RSUs vesting on such date multiplied by the closing
price of a share of our common stock on that date.

The RSUs accrue dividend rights on the vested RSUs, equal to the amount of dividends that the

participant would have received had the participant directly owned stock equal to the number of
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vested RSUs from the date of grant to the date of payment, plus interest at the rate of 5% per annum,

compounded quarterly, with such amount paid either 100% in stock, 50% in cash and 50% in stock, or
100% in cash based on the participant's election as discussed above.

The 2019 RSUs are included in the Summary Compensation Table in the column under "Stock Awards"
and in the Grants of Plan-Based Awards table. RSUs granted in previous years that vested in 2019 are
identified in the Option Exercises and Stock Vested table.

SUPPLEMENTAL AWARD

2017 CED Performance-Contingent Award

In March 2017, the Committee granted Mr. Brandt a two-year, performance-based cash award. This

award was designed to incent Mr. Brandt, a retirement-eligible CEO, to remain in his current role while

further emphasizing the Board's succession planning priorities. Given the specialized skill sets required

of the senior management team in our industry and our Company, a major priority of the CEO is to ensure

that the Company's existing succession strategy and workforce development pipeline is sufficiently

robust and continues to be effective. The Committee believed that this award was critical to retaining a
retirement-eligible CEO for what was perceived to be a multiple-year succession planning period .

The award was comprised of two tranches that were performance-conditioned on specific return on

equity, earnings, and succession planning goals, with a maximum potential payout to Mr. Brandt of
$4 million:

STRUCTURE AND PERFORMANCE CRITERIA OF 2017 CEO PERFORMANCE-CONTINGENT AWARD

Performance LinkHurdle

Minimum 8.00% return

on equity ("ROE")

condition (2017)

Tranche 1 Tranche2

2017 earnings 2018 earnings
threshold of threshold of

$390 million $442 million

No portion of award payable if neither earnings

thresholds are met

If only one earnings threshold is met, 50% of
the award may be earned subject to additional

adjustments based on succession planning and

development performance

Full award subject to goals being satisfiedNo portion of award

payable if ROE

condition not met

2018 succession

planning and

development goals

("S/0 Goals")

2017 succession

planning and

development ("Year

I Milestones")

On February 20, 2018, the Committee determined that (i) the Company's ROE for the period beginning

January l, 2017 and ending December 31, 2017 was 10%, which exceeded the minimum ROE
condition, (ii) the Company's 2017 earnings were $488.5 million, which exceeded the 2017 earnings
threshold, and (iii) the Year l Milestones had been met. On February 19, 2019, the Committee
determined that (i) the Company's 2018 earnings were $511 million, which exceeded the 2018 earnings
threshold, and (ii) the S/D Goals had been met. Mr. Brandt was required to deliver to the Corporate

Governance Committee at each of its meetings between February 2018 and February 2019 progress

reports on the S/D Goals. The Corporate Governance Committee evaluated Mr. Brandt's performance

and determined that the S/D Goals were met based on that (i) Mr. Brandt reported on the progress

of identifying the succession candidates for the senior officer positions specified in the 2017 CEO
Performance-Contingent Award that were not already identified as part of the Year 1 Milestones, or if

there was not a suitable internal candidate, Mr. Brandt presented a candidate for consideration by the
Board from an external search lead by Mr. Brandt, (ii) Mr. Brandt delivered a written report indicating
the implementation of the succession/ development plans for the candidates for the senior officer

positions specified in the 2017 CEO Performance-Contingent Award, including actual progress of such

candidates against the activities detailed in the plans, (iii) Mr. Brandt delivered the assessments of the
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senior officer candidates readiness to assume the new positions, (iv) Mr. Brandt delivered complete

and thorough progress reports as required by the 2017 CEO Performance-Contingent Award, (v) the

Company had devoted sufficient resources to the execution and development of the succession plans

and external searches (if any), and (vi) the Corporate Governance Committee was satisfied with the

overall progress on identifying suitable candidates for the senior officer positions specified in the 2017

CEO Performance-Contingent Award. The Committee reviewed the report of the Corporate Governance

Committee and determined that the S/D Goals were met.

Based on the successful achievement of the performance criteria, the Committee approved awarding

the full $4 million performance-based cash award. Mr. Brandt was paid the $4 million 2017 CEO
Performance-Contingent Award on February 28, 2019.

An amount of $2 million of the 2017 CEO Performance-Contingent Award is included in the Summary
Compensation Table in the column under "Non-Equity Incentive Plan Compensation" for 2019. The
other $2 million of the 2017 CEO Performance-Contingent Award was included in the Summary

Compensation Table for 2018 because, although no amount was paid to Mr. Brandt in 2018, in February
of 2018 when the Committee determined that the (i) minimum ROE condition, (ii) 2017 earnings
threshold and (iii) Year l Milestones each had been met, Mr. Brandt would have been owed $2 million
if he had retired from the Company in 2018. In 2019, the Committee committed to making no further
retention grants to Mr. Brandt.

BENEFITS

PENSION PROGRAMS

The NEOs participate in the Pinnacle West Capital Corporation Retirement Plan (the "Retirement Plan")

and the Supplemental Excess Benefit Retirement Plan (the "Supplemental Plan"). We describe these
plans in more detail under "Discussion of Pension Benefits". The Company believes that the pension

programs are important recruitment and retention tools.

DEFERRED COMPENSATION PROGRAM

The Company offers to its executive officers the ability, if the officer so chooses, to participate in a

deferred compensation program. We describe our deferred compensation program in more detail
under "Discussion of Non qualified Deferred Compensation". We offer our deferred compensation

program because the Committee believes that it is standard market practice to permit officers to defer

some portion of their cash compensation. However, we generally consider the value in the deferred

compensation plan to be the participant's own money and do not give this amount significant weight in
making compensation decisions. A discretionary credit award under the deferred compensation plan for
Mr. Bement is discussed under the heading "Discussion of Nonqualified Deferred Compensation".

CHANGE UF CONTROL AGREEMENTS

The Company maintains Key Executive Employment and Severance Agreements (the "Change of Control

Agreements") for our officers, including the NEOs. Similar to our deferred compensation programs,

Change of Control Agreements do not have a significant impact on compensation design. We discuss our

Change of Control Agreements in more detail under "Potential Payments upon Termination or Change

of Control." Our Change of Control Agreements are "double trigger" agreements that provide severance

benefits if, during a specified period following a change of control, the Company terminates an employee
without "cause" or the employee terminates employment "for good reason." We believe that the

possibility of strategic transactions or unsolicited offers creates job uncertainty for executives, and that

the Change of Control Agreements are effective tools to provide incentives for executives to stay with the
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Company in light of these uncertainties. In addition, we believe that if the agreements are appropriately

structured, they do not deter takeovers or disadvantage shareholders. Each agreement is terminable on
notice given six months prior to each anniversary of the agreement.

In May 2009, in connection with a review of its executive compensation practices, the Company
determined that, on a going-forward basis, it would no longer provide excise tax gross-up payments in

new and materially amended Change of Control Agreements with its NEOs, but provided for an exception
that gave the Company the ability to include a limited excise tax gross-up provision in connection with

recruiting a new executive to the Company. In 2018, the Committee removed this exception.

In addition to the Change of Control Agreements described above, under the terms of our 2012 Plan

awards are accelerated upon a change of control unless the Board chooses to override such provisions.
In exercising its override authority, the Board must conclude, in good faith, that participants' awards will
remain outstanding, be assumed, or be exchanged for new awards pursuant to a change of control, and
that there will be no material impairment to either the value of the awards or the opportunity for future
appreciation in respect of the awards.

PERQUISITES

We have had a long-standing practice of providing only limited perquisites to our executive officers. We
describe our perquisites paid to each of the NEOs in footnote 6 to the Summary Compensation Table on

page 81.

Other Considerations

STUCK OWNERSHIP AND RETENTIUN GUIDELINES

We believe that linking a significant portion of an officer's current and potential future net worth to the
Company's success, as reflected in our stock price, helps to ensure that officers have a stake similar to

that of our shareholders. Stock ownership guidelines also encourage the long-term management of the
Company for the benefit of the shareholders.

The Company's Guidelines are based on the officer's position and his or her base salary. The ownership

requirements are shown below in respect of the indicated officer position:

Senior Vice Presidents

Officer __
-Chief Executive Officer

-APS President and all Executive and

Aii other Vice Presidents and Officers

Multiple of Base Salary'"

5 times Base Salary

2 times Base Salary

1 times Base Salary

m Each officer is expected to meet his or her ownership requirement within five years following such officer's election (the "Phasein Period").
In the event of (1) a promotion or a change in the Guidelines that would cause the officer to move into a higher multiple level or (2) a
base salary increase of more than 20% over the officer's previous base salary, an officer will have an additional threeyears to meet his or
her applicable ownership requirement. If the officer does not attain compliance with his or her ownership requirement by the end of the
Phasein Period, any subsequent grants of equity compensation to such officer will be payable solely in shares of stock until the ownership
requirement is met. Under the Guidelines, the CEO may grant exceptions for hardship and other special circumstances. The types of
ownership arrangements counted toward the Guidelines are: common stock, whether held individually, jointly, or in trust with or for the
benefit of an immediate family member; shares issued upon the vesting of RSUs or the payout of performance shares; and unvested RSUs
to the extent they will result in the issuance of common stock to the officer.

Officers may not sell or otherwise transfer ("Dispose") any shares of Company stock received by them
pursuant to any of the Company's compensation or benefit programs (net of shares sold or surrendered
to meet tax withholding or exercise requirements) until his or her ownership requirement has been met.
Mr. Brandt retired in November 2019 and is no longer subject to the Guidelines. All of the other NEOs
are in compliance with the Guidelines.
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PROHIBITION UN HEDGING AND PLEDGING

Directors, officers, and employees of the Company may not engage in any speculative trading, hedging,
or derivative security transaction (including any financial instrument such as a prepaid variable forward
contract, equity swap, collar, short-sales, or exchange fund) that involves or references Company

securities. In addition, Directors and officers may not pledge, margin or otherwise grant an economic

interest in any shares of Company stock.

CLAWBACK PULICY

Pinnacle West has a claw back policy that applies to specified current or former executive officers,

including our NEOs. Under the policy, in the event of any material restatement of the consolidated

financial statements of the Company and its subsidiaries within three years of the first public release

or filing with the SEC, the Committee may, within 12 months after the material restatement, require
forfeiture and/or return to the Company of all or a portion of the compensation vested, awarded or
received under any bonus award, short-term incentive award, equity award (including any award of
restricted stock, performance shares, phantom stock, deferred stock units or RSUs) or other award

during the period subject to restatement and the l2-month period following the first public issuance or
filing with the SEC of the financial statements that were restated, by any executive that the Committee

determines has personally engaged in intentional misconduct that caused or partially caused the need
for such restatement. Any forfeiture and/or return of compensation by an executive under the policy
will be limited to the portion that the executive would not have received if the consolidated financial
statements had been reported properly at the time of first public release or filing with the SEC. By

accepting any award as to which this policy applies, each executive agrees to forfeit and/or return

compensation to the Company as provided by the policy. The policy does not limit the ability of the
Company to pursue forfeiture or reclaim payments under other legal rights.

TAXATION CONSIDERATIONS REGARDING EXECUTIVE COMPENSATION

Pursuant to Section 162(m) of the Internal Revenue Code (the "Code"), for federal income tax purposes,
publicly-traded corporations generally are not permitted to deduct annual compensation in excess
of $1 million paid to any of certain top executives. The Committee and the Board may weigh the tax

consequences of the total compensation program when setting the total compensation package for

an officer. However, the Committee and the Board do not routinely apply the tax-deductibility rules to

limit what they determine otherwise to be necessary and appropriate compensation awards or as a

justification for awarding compensation below $1 million.

As a result of changes made by the 2017 Tax Cuts and Jobs Act, certain "performance-based"
compensation, which was excludible from the scope of Section 162(m) under prior law, must now be
included in determining the $1 million limitation unless it qualifies under a transition rule applicable
to certain compensation arrangements in place as of November 2, 2017. In December 2019, the
Internal Revenue Service released proposed regulations which provide additional guidance related

to the transition rule. Based on these proposed regulations, the Company continues to believe that

performance-based awards granted to our executive officers, and in place as of November 2, 2017,

will be deductible under this transition rule. However, until the regulations are final, no assurance
can be given that compensation intended to satisfy the requirements for this transition rule will in
fact be deductible when paid. Further, the Committee reserves the right to modify compensation that
was initially intended to be exempt from Section 162(m) if it determines that such modifications are
consistent with the Company's business needs.
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NED Pay Summaries

The charts below illustrate the strong emphasis that we place on performance-based, shareholder-

aligned incentive compensation :

Donald E. Brandt leffrey B. Guldner
Former Chairman of the Board, President and Chief

Executive Officer of PNW and Chairman of the Board and

Chief Executive Officer of APS

Chairman of the Board, President and Chief Executive

Officer of PNW and Chairman of the Board and Chief

Executive Officer of APS

2019 COMPENSATION ($ MILLIONS) 2019 CUMPENSATION ($ MILLIONS)

$1.3 $0.8
Base Salary Base Salary

$4.5 $1.8
$1.6

82%
AT RISK

76%
AT RISKLong-Term

Incenti ve

LongTerm

IncentiveA nnua l

Cash Incentive

$0.7(l)

Annual
Cash IncentiveQ G

James R. Hatfield Robert S. Bement
Executive Vice President, chief Administrative officer and

Treasurer of PNW and APS

Executive Vice President and Special Advisor to the Chief

Executive Officer of APS

2019 COMPENSATION ($ MILLI0NS) 2019 COMPENSATION (S MILLIONS)

$0.7 $0.5
Base Salary Base Salary

$0.7$1.0 68%
AT RISK

68%
AT RISKLong-Term

Incentive

Long-Term

Incenti ve$0.5 $0.6Q QA nnua l

Cash Incentive

Annua l

Cash Incentive

Daniel T. Froetscher Robert E. Smith
President and Chief Operating Officer of APS

2019 COMPENSATION ($ MILLIUNS)

Senior Vice President and General Counsel of PNW and APS

2019 COMPENSATIDN (S MILLIONS)

$0.5 $0.6
Base Salary Base Salary

% $0.7$0.7 %
ISK

g

R
6

AT ISK

6

AT

5
R

Long-TermIncentive L o ng Te rm

Incentive $0.4$[].4(I)

IC) Annua l

Cash Incentive
CDA nnua l

Cash Incentive
.-.- .

(I) Messrs. Guldner and Froetscher elected not to receive a payout for the Customer Sen/ice business unit under the APS Incentive Plan and
the amount in this chart reflects a zero payout for this business unit.
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Executive Compensation Tables

Summary Compensation Table

The following table provides information concerning the total compensation earned or paid to the
Company's NEOs:

Total

($)
Bonus

(9(21

All Other

Compensation
($)(B)

49,057 12,250,614

27,965 12,145,522

27,410 10,533,439

Change in
Pension

Value and
Nonqualified

Deferred
Compensation

Earnings
($)(5)

2,853,134

2,302,980

2,462,556

Salary

Year _ _  ($ )( \ )

2019 .1 ,30§,52.1.
2018 1,395,000

2017 1,355,000

NonEquity

Stock Incentive Plan
Awards Compensation

($)(J) ($)"'

..»...~ 0 4,370,322 4,049,255

0 4,374,133 2,314,340

APS ., . . . , , . . -._.,.......>.........
.2019

2018
a,a93048
2,229,524

551,217 ..n
385,331

26,711

26,618
0 1,821,229
0 695,598

. .71627u1
546,977

777,644

575,000

....................,..,..

3,074,231

2,974,581

2,836,323

27,718

34,934

28,177

814,347

602,445 .. ..
599,183

534,.12s...___
67.8,799...__..

673,994

0 i,612,038

0 ..993,403._ ,, ..
0 894,969

2019 686,000

2018 665,000

2017 640,000
APS . . . . _-. _. . . . . , . , . . . . . . . . ., , _-__- . . . . .,. . , . , . . . . ,.... . . . ................

0
0
0

;_2;;;;j§f§87s,?i58t

32525...2.8.34909
35,108 2,688,161

610,430
633,028
793,800

882965
664,685
662,448

. , . . . . , .

596,071
596,805

,,

2017 600,000

0

0

---"-2366-§§Zi6§3T
31,642 2,084,514

1,576,177
418,855

397,771("
443,885

??>§€§3tttf - titQ_.. ...,
695,598

.2019 540,000..

2018 494,534

1§§23§4--TQBEI T§f18§§§746§;§86"65238-éé§61§-€®6% 150,066

Name and

Principal Position

Donald E. Brandt,

Former Chairman of the Board,

President and Chief

Executive Officer of PNW and

Chairman of the Board and
Chief Executive Officer of

Jeffrey B. Guldner,

Chairman of the Board, President

and Chief Executive Officer of

PNW and Chairman of the Board

and Chief Executive Officer of APS

James R. Hatfield,'°'

Executive Vice President, Chief

Administrative Officer and

Treasurer of PNW and

Robert s. Bement,

Executive Vice President and

Special Advisor to the chief

..Executive 0Hicer of APS..

Daniel T. Froetscher,

President and Chief Operating

Officer of APS

Robert E. Smith,

Senior Vice President and General

Counsel of PNW and APS

(II

(2)

(3)

Mr. Brandt retired on November 15. 2019. Included in his salary is $50,000 in consulting fees paid to him in 2019 pursuant to the

Consulting Services Agreement (defined on page 84). Mr. Guldners base salary increased from $730,000 to $1,100,000 on November 15,

2019 because of Mr. Guldner's promotion to Chairman of the Board, President, and Chief Executive Officer of PNW and APS.

Mr. Smith received the second installment of his hiring incentive of $150,000 pursuant to his offer letter.

The amounts in this column reflect the aggregate grant date fair value of performance shares and RSUs computed in accordance with

FASB ASC Topic 718. For performance shares, 50% of the value reported is based on the probable outcome of the performance conditions

as of the grant date using a Monte Carlo simulation model ($93.66) and 50% is based on the closing price on the date of grant ($90.65).

The amounts in the column are allocated between the various equity grants as follows:

RSUs

(S)

Performance

Shares

(S)

-.-.. .~.. . ..

..............-*.- ~...

__ -..@.». -..... . .
. _ .~-...-~..,

....................-.~........_...* 3,131,427

1,280,955

711,805

498,375

498,375

396,635

Name

Mr. Brandt

Mr. Guldner

Mr. Hatfield

Mr. Bement

Mr. Froetscher

Mr. Smith

_;,320,227
540,274

300,233

...._.. 210,308

- * _ _ _210308

260,347
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(4)

(51

(Bl

The aggregate grant date fair value of the performance shares granted in 2019 assuming the highest level of performance is achieved

is as follows: Mr. Brandt - $6,262.854; Mr. Guldner - $2,561,909; Mr. Hatfield - $1,423,611: Mr. Bement - $996,748;

Mr. Froetscher - $996,748; and Mr. Smith -- $793,271. There were no forfeitures in 2019.

These amounts represent the payments described under Executive Compensation Components - Annual Cash Incentives" in the

CD&A, and, with respect to Mr. Brandt, includes $2,000,000 of the 2017 CEO Performance-Contingent Award because on February 19,

2019, the Committee approved a $4 million payment to Mr. Brandt based on the achievement of the specified performance goals. The

remaining $2 million was included in the Summary Compensation Table in 2018 because in February 2018 the Committee determined

that the (i) minimum ROE condition, (ii) 2017 earnings threshold, and (iii) Year 1 Milestones, as defined in the award agreement, had

been achieved (the 2017 CEO PerformanceContingent Award is described under "Executive Compensation Components - LongTerm

IncentivesSupplemental Awards in the CD&A). and with respect to Mr. Bement, incentive payments received in connection with the

outage incentive plans as follows $1,800 for the 2018 Fall, 2019 Spring and 2019 Fall refueling outages for Palo Verde Units 2, 1 and 3,

respectively (collectively, the Refueling outages").

The amounts in this column for 2019 consist Of: (i) the estimated aggregate change in the actuarial present value from December 31,

2018 to December 31, 2019 of each of the NEO's accumulated benefits payable under all defined benefit and actuarial pension

plans (including supplemental plans and employment agreements) as follows; Mr. Brandt - $2,690,103; Mr, Guldner - $502,787;

Mr. Hatfield - $799,811; Mr. Bement - $70B,381; Mr. Froetscher - $1,553,074 (Mr. Froetscher is currently eligible for retirement

at a reduced benefit; however the amount represents the amount he would be entitled to receive at age 60, at which time he would

receive the full retirement benefit); and Mr. smith _ $129,434; and (ii) the abovemarket portion of interest accrued under the deferred

compensation plan as follows: Mr. Brandt - $163,031; Mr. Guldner - $48,430; Mr. Hatfield - $14.536, Mr. Bement - $174,5B4; and

Mr. Froetscher - $23, 103. The actuarial present value provided in this footnote is driven by certain assumptions, including the discount

rate and the mortality assumption .

The amounts in this column include the following amounts for each of the NEOs for 2019:

Mr. Brandt: . . . . .. . . . . . . . , ,. . u - . . . . . .... ................ .u

I
.. .. n . . . . . . . . . , . . . - .

. .. . . . . . . . . . . .n . . nu. . . . . . . . . . . " . . . , . . . ,

. 21,898
u. . . . . . .

. 14,559. . .. . n......,....

. . .. . . . h... ... . U"uun ¢.. ..
. 12,600

. 14,111. . .. . . . i . . , .
Mr. Hatfield:

. . . ......, . . . . . . ., ... . . . u.. . . . ~ .  , .
. 12,600

. , . .. . .... . . . . . . ,
. 15,118

. . .. .. .... . . . .....
. 12,600n .. . .. . . . . .

. 13,780. u ...... ,. . , .

.n ... . n .... . . . . u

. 12,600

11,100
,.. H

Companys contribution under the 401(k) plan

. Company provided personal S€CUIlm
Perquisites and personal benefits consisting oa car allowance, executive physical and financial planning

Companysco.attribution under the 4.0.1(.k) plan . .. , ..

Perquisites andpersonal..ben.efi.tsconsisting of .a car allowance and exec.utive..pl1ys.ical

Companys contribution under the 401(k) plan

Perquisites and personal benefits consisting of a car allowance, executive physical and financial planningMr. Bement: . .. . . . , ,  . . . . . . . . . . ..,. . . . . ... . . . . . . . . . . . . . . . . . . . . .,... . . . . . . . . . . . . . . .... . . . .

Companys contribution under the 401(k) plan

Perquisites and personal benefits consisting of a car allowance and executive physical

Companysco.ntributio.n..und.er the 40.1(k)..pla.n . .

Perquisites and personal benefits consisting of a car allowance and financial planning

Mr. Smith...., .... .. . . . . . . . . . . ... . . . . . . . ... » - . . . n . . . .
.

......... .. . . . . . . . . .. ..... . . ..... . ..

.

.

7,269

17,500

10,556. u
. 30,437

, .... .,..

.

.

. C.ompanys co.ntribution.under.the. 401(kl.Dla.n

Perquisites and personal benefits consisting of a car allowance and financial planning

Incremental cost of relocation. expenses in connection .with Mr..Smiths. relocation to Phoenix, Ariz.ona

Tax.gross.up relating to the relocation expenses ,. ,  . . . , ....

Fees and costs associated with the sale of Mr. Smiths home in connection with his relocation to Phoenix, Arizona 116,089

Fees and costs associated with the purchase of Mr. Smiths home in connection with his relocation to Phoenix, Arizona 23,390

m

(81

Messrs. Guld her and Froetscher elected not to receive a payout for the Customer Service business unit under the APS Incentive Plan, but

the amount in this column reflects the amount they would have received had they not made this election. The actual amounts received by

Messrs, Guldner and Froetscher under the APS Incentive Plan were $654,101 and $362,232, respectively.

Mr. Hatfield seared as Chief Financial Officer from July 2008 to January 2020.
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Grants of Plan-Based Awards

All Other

Stock
Awards: Grant Date

Number of Fair Value
Shares of of Stock

Stock or and Option
Units Awards'"'

a n ($)

Target Maximum

un l#)

Estimated Future Payouts

Under Equity Incentive

Plan Awards

Threshold

(#)

Maximum

($)Grant Date"i

Estimated Possible Payouts
Under HonEquity Incentive

Plan Awards'*'

Target

is)Name

Donald E. Brandt 2,049,255 2,517,041
....... -.. . . .. . . . .. ,... .............. . . . .. . . . .. ......... .. . .. . . . . . .. . . , . . . . . . . . .
3,131,427

........ . . . . . . . ..... .m » ..m ...
16,990 33,980 67,960

.. . . ... . . . . . . . _ - h. q _

. . . . . . . . . , . . , . . . . .,..... .. ........ . ,  . . , . . . . . * - -w w . m .. ¢ -~mm- w-
14,564 1,320,227

. . . . . . . . .4 - . m. . . m........ . . . . . . .

9.8-.. ._ n. . - . . . . . . . . mmm -

2, . .  , . , , , . , , . . * , . . , . . ,  . . . . .  , . . ..... . w. , , . . , . .. . . .. . . .  - . , - . .

1,210,000(6) 2,420,000(6)

657,000(5) 1,314.000(6)

(PS)

02/19/20 l9"5*

6,050(6>

3,285(6>

Threshold

(9
629,260

02/19/201914)

(RSU)

Jeffrey B. Guldner, cE0

Jeffrey B. Guldner,

President - w, , , . . . , , . , . , . , . . . . . . . . . . . . . . - u-
1,280,95502/19/2019"" 6,950 13,900 27,806

..,............ .,. .v- . . . . . . . . .a - -,. . . . . ...

-(P8)-
. M... ¢

0289/2019(5) 5,960 540,274
-.. . .... - p-9

(RSU) - I. . . . . , . . . . _ . . . * k -

James R. Hatfield 1,029,0002,573 514,500
#. . . . . . . . . . .- - . . . . _ .

711,8053,862 7,72éili5,448
_ .. . . .. . . . . . ...*..........u 4-4 -n " » -m- _ m - -

- -. . . . , . . . . . .

3,312 300,233
... . ... . . . . . . . . . . ... .- - - a . k ¢  *

02/19/2019(41

(PS)

02/143019757

(RSU)
- i - z - - n q u

Robert s. Bement 2,419 483,750 967,500
¢... n - . . . . . , . .-

498,3752,70402/19/2019"" 10,8165,408
... .. ..,,.,... . . . .. . . . . . , .., .,. .. . , . .

(PS)
. .. ¢4

2,320 210,30802/19/2019155
. . . . .... ..... . . . . . .. N..-.... - w

(RSU)
¢. . . . . . . u »

1 ,800"'
_--a » .. .w_-_n $-

_ - . _ 4 . - .* . . . , - . . .  , , . . . . . . ..
Daniel T.Froetscher 810,000

1,800(=>

405,0002,025
. . . . . . . . . . . . . . . . . . . ... . . . . . .. . . .,  ..... - . . . . , . . . . . . .

02/19/2019(4) 498,375- - 2,704 5, 408 10, 816
. - . . .. . . . ., _. .. , ...u -

. . w m ........ - _ - 4

2,320 210,308

(PS)

02/19/201915)
5 4 * . » . . . .  , g . n -. . . . . . h -.. . . . . . ,

(RSU)
. . . . , ... . . . . . . . ..... _ -m.. _.. . . . .. ..

Robert E. Smith 1,950 390,000 780,000
.. .., . . . . ..,. ....- .. . . . . . .. . . . . . . . . . ..., -

396,6352,152 4,304 8,608
......w..... . . . . ..» . . ....... . . . . - . .. ... . .. . . . ... . ... . u .  - - » -

.. .....,.. .. . . .. . . . . , . . . .*¢
(PS)

02/19/201915) 2,872 260,347
....... . . . . .... ....,. - » - n

02/19/201914>

(RSU)

Ill In this column the abbreviation "PS" means performance Share awards and "RSU" means restricted stock unit awards.
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(2) As required by SEC rules, the "Estimated Possible Payouts" represent the "threshold," "target," and "maximum" payouts the NEOs were

eligible to receive under the 2019 Incentive Plans. The actual awards paid to the NEOs under the 2019 Incentive Plans are disclosed In

the "NonEquity Incentive Plan Compensation" column of the Summary Compensation Table. With respect to Messrs. Guldner, Hatfield,

Froetscher and Smith, the minimum amount each officer would have been eligible to receive was calculated based on earnings achieving

1% and no achievement of the business unit performance metrics. The minimum amount Mr. Bement would have been eligible to receive

was calculated based on the business unit performance metrics achieving 1% and no achievement of the APS earnings goals under the

Palo Verde Incentive Plan. The CEO Incentive Plan does not specify a target opportunity. We calculated a representative target amount for

Mr. Brandt by using the final results of the earnings and business unit components from 2018 (each of which were factors in Mr. Brandt's

2019 incentive award) to compute a hypothetical payout under the current 2019 CEO Incentive Plan. That hypothetical payout is used

as a representative target amount. See "Executive Compensation Components - Annual Cash incentives" in the CD&A for additional

information about the 2019 Incentive Plans.

an

(4)

15)

(5)

(7)

The amounts in this column reflect the aggregate grant date fair value of performance shares and RSUs computed in accordance with

FASB ASC Topic 718.

This amount represents the 2019 Performance Shares described under "Executive Compensation Components - LongTerm

Incentives - Performance Shares" in the CD&A. In accordance with FASB ASC Topic 718, 50% of the value is based on the probable

outcome of the performance conditions as of the grant date using a Monte Carlo simulation model ($93.66), while the other 50% is based

on the closing stock price on the date of grant ($90.65). There were no forfeitures In 2019.

This amount represents the 2019 RSU awards described under "Executive Compensation Components - LongTerm Incentives - RSUs"

in the CD&A. In accordance with FASB ASC Topic 718, we valued the RSL1s using the number of RSUs awarded multiplied by the closing

stock price on the date of the grant ($90.65). There were no forfeitures in 2019.

From January 1, 2019 until November 15, 2019, Mr. Guldner participated In the APS Incentive Plan as President of APS and Executive

Vice President Public Policy of Pinnacle West and he had a target award opportunity of up to90% of his base salary. From November 15,

2019 until December 31, 2019, Mr. Guldner, as Chairman of the Board, President and chief Executive Officer of PNW and APS, continued

to participate in the APS Incentive Plan but he had a target award opportunity of up to 110% of his base salary. The amounts in these

columns represent the incentive amounts that Mr. Guldner could have received If he had been In each respective position with the

Company and APS for the entire year. However Mr. Guldner was only eligible to receWe a prorated amount under the APS Incentive Plan

based on the amount of time he held each position.

These amounts represent the payout opportunity under the outage incentive plans for the Refueling Outages, These Incentive plans do not

provide for a threshold or maximum payment.
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Narrative Disclosure to Summary Compensation Table and Grants of

Plan-Based Awards Table

See the CD&A for further information regarding the terms of awards reported in the Summary

Compensation Table and the Grants of Plan-Based Awards table, and for discussions regarding the

formulas or criteria to be applied in determining the amounts payable, vesting schedules, and the
treatment of dividends.

The Company does not have formal employment agreements with its NEOs; however, we typically enter

into offer letters with new executive officers. Deferred compensation credits granted to Mr. Bement are

discussed under the heading "Discussion of Non qualified Deferred Compensation" on page 92.

On November 4, 2019, the Committee approved a Consulting Services Agreement with Mr. Brandt that

was effective upon his retirement date of November 15, 2019 (the "Consulting Services Agreement").
For a period of 12 months ("Retention Period"), Mr. Brandt will consult and advise on matters

as requested by the Board in the transition of the responsibilities of the Chief Executive Officer to
Mr. Guldner. In particular, Mr. Brandt will provide advice and support regarding the transition of oversight
of the Palo Verde Generating Station.

Mr. Brandt may receive a total consulting fee of up to $1.75 million that will be payable as $25,000 per
month for the first 11 months (the "Monthly Fee") and the balance of the consulting fee (the "Final
Fee") will be paid at the end of the Retention Period, subject to an evaluation by the Committee and the
Corporate Governance Committee that Mr. Brandt has performed the duties in the Consulting Services

Agreement. Mr. Brandt is subject to certain restrictions and covenants in the Consulting Services

Agreement, including confidentiality, non-compete and non-solicitation provisions. The Consulting
Services Agreement also includes termination provisions as described herein under "Potential Payments
upon Termination or Change of Control."

Pinnacle West and Mr. Smith executed an offer letter dated July 19, 2018. The offer letter provided

for a guaranteed base salary increase of $50,000 effective January l, 2019 and a second year hiring
incentive of $150,000 that was payable within two weeks of the first anniversary of his employment date.
Pursuant to the offer letter, Mr. Smith was to be awarded 3,750 performance shares and 5,625 RSUs,

based on $80 per share, and were subject to change based on the stock price on the date of hire.
Accordingly, the shares actually awarded to Mr. Smith were 1,232 performance shares to be released,

only if the performance criteria are met in 2020; 2,464 performance shares to be released, only if the
performance criteria are met in 2021; 1,232 RSUs that vested on February 20, 2019; 1,846 RSUs that
vested on February 20, 2020; and 2,464 that will vest on February 19, 2021. Additionally, the offer letter
provided that Mr. Smith was to receive a long-term stock base award grant in February 2019 with a grant
date value of $550,000. The offer letter also provided for participation in the Supplemental Executive

Retirement Plan and the Deferred Compensation Plan; a Change-in-Control Agreement similar to those

provided to other officers and standard executive relocation benefits.

Effective October 17, 2018, Pinnacle West and Mr. Smith entered into a Supplemental Agreement to his

offer letter which provided that Mr. Smith was to receive an additional long-term stock base award grant

in February 2019 with a grant date value of $100,000.
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Outstanding Equity Awards at Fiscal Year-End

Stuck Awards

Market Value of

Shares or Units
of Stock That

Have Nut Vested
Name ( $) ' "

Donald E. Brandt

Number or
Shares or Units

of Stock That
Have Not Vested

(#)

0F21 0

Equi t y I ncent i ve

Plan Awards:

Market or Payout
Value of Unearned

Shares, Units or Other
Rights That Have Not

Vested
l$)Hl

1,566,851

Equity Incentive
Plan Awards

Number of

Unearned Shares,
Units or Other

Rights That Have
Nut Vested

(#)

17,423'**l

(PS at threshold)
n n . - . h u . ..

3,801,07142,2679

(PS at target)
. . . . . ... . . ..uq . .

36.169<loJ 3,é52k678

(PS at target)
... u u . ......

Jeffrey B. Guldner 535,983 640,9325,9665

(RSUs)
. .. .....

7,127(B»

(PS al threshold)

604,780183,727

W......
112,772

.....20434.4..

(RSUs)
....,..-.... 1,254i5>

(RSUs)

6725411 ....

(PS at target)
...,..-,........ . . . . . . . . . . . . . . . ..11(w.... . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..369*703 .

(PS at target)
..n.... . . , . : d .- w . .. . - . . .

56,835

. . . ..... .... . .. .........
James R. Hatfield 356,123

632(6)

(RSUs)

3,312(3> -""-"297,848
(RSUs)

3,960181

(PS at threshold)
.-u » . . . . . u . . . . .

262,236 863,8672,916(4)

(RSUs)
. . . . . .

212,505 665,3922,363{5'

(RSUs) 9,6069
(PS at target)

. . . . . . . . . . 399€w1.. . . . . . . . . . ,  . . . . . . . .

(PS at target)
. . . . . . . . . ....... .. . . ., ... . .. N » -

120,8661,344(61

(RSUs)
...... . . .. "q u n .n. .

Robert S. Bement 212,595 249,3762,364(3l

(RSUs)
2,773*8:

(PS at threshold)
.. .... .... .. . . .

157,288 518,4461 74941

( R S U s )

5,7659

(PS at target)
.... . . n.. n-. n

135,435 443,6251,506'5'

(RSUs)

¢ L 9 3 3 ~ w

(PS at target)
.. - . -- . u n

56,835632161

{ R S U s )

.... . . . . . . . . . .. . .. .. . . .. . . . . . . . . - H ...........
Daniel T. Frnetscher 208,638 249,3762,320£3'

(RSUs)

2,773<8"

(PS at threshold J
.... . . . . . .......... .. . . . ...... . .... ...... .

183,727 604,780z 1 0 4 3 " >

(RSUs)
6,725(9)

(PS at target)
. . . ... ,, ., ...,.... ......

78,959 258,9098 7 8 w )

(RSUs)
2,879 10)

(PS at target)
, . . .......... .. .. ., u H . ...... . . ....... . .. ...,

55446) 49,822

(RSUs)
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Stock Awards.

Equity Incentive
Plan Awards:

Number of
Unearned Shares,

Units or Other
Rights That Have

Not Vested

(#)Name

Robert E. Smith""

Equity Incentive

Plan Awards:
Market or Payout

Value of Unearned

Shares, Units or Other

Rights That Have Not
Vested

(syn

198,475

Market Value of
Shares or Units

of Stock That

Have Not Vested
($)(l)

264,844

Number of

Shares or Units
of Stock That

Have Not Vested

(#)

23458)
(RSUs) .................._......... . , .

231,03139é£8i§"4,402'7)

(RSUs)

15360

2,20718)

(PS at threshold)

2,569(9'

(p8 at [3lg€[) ....
1'285(10)

__ (PS at target) _

(I) The amount in this column is calculated by multiplying the closing market price of our common stock at the end of 2019 ($89.93 per share

as of December 31, 2019) by the number of RSUs, performance shares and corresponding dividend rights (and interest thereon) that will

be paid in stock to the extent the underlying RSUs and performance shares actually vest, listed for the specified officer.

(2) Mr. Brandt retired November 2019. Upon his retirement he became fully vested In all outstanding RSU grants. The RSUs will be payable on

the dates and in the percentages specified in their vesting schedules,

(3) This amount represents the RSUs awarded in 2019 that are described, with their vesting and release schedule, under "Executive

Compensation Components - LongTerm Incentives - RSUs" in the CD&A.

"' This amount represents (i) the remaining RSUs awarded in 2018 as follows; Mr. Guldner - 2,043; Mr. Hatfield - 2,916;

Mr. Bement - 1,749; and Mr, Froetscher - 2,043: The 2018 RSUs vest and are released in 25% increments beginning on February 20,

2019, so they will be fully vested on February 18, 2022.

(51 This amount represents (i) the remaining RSUs awarded in 2017 as follows: Mr. Guldner- 1,254; Mr. Hatfield - 2,258; Mr. Bement -

1,506; and Mr. Froetscher - 878; and (ii) accrued dividend rights (and interest thereon) that will be paid in stock to the extent the

underlying RSUs actually vest, as follows: Mr. Hatfield - 105. The 2017 RSUs vest and are released in 25% increments beginning on

February 20, 2018, so they will be fully vested on February 19, 2021.

(E) This amount represents (i) the remaining RSUs awarded in 2016 as follows: Mr. Guldner - 595; Mr. Hatfield - l,264; Mr. Bement -

595; and Mr. Froetscher- 521; and (ii) accrued dividend rights (and interest thereon) that will be paid in stock to the extent the

underlying RSUs actually vest. as follows: Mr. Guldner - 37; Mr. Hatfield - 80; Mr. Bement - 37; and Mr. Froetscher - 33. The 2016

RSUs vested and were released in 25% increments beginning on Feb. 20, 2017 so they fully vested on Feb. 20, 2020.

m This amount represents the remaining RSUs awarded to Mr. Smith in 2018 pursuant to his offer letter as follows; (i)4,310 and (ii) accrued

dividend rights (and interest thereon) that will be paid in stock to the extent the underlying RSU's actually vest, as follows; 92. The award

will vest in increments as described on page 84.

(B) This amount represents: (i) the 2019 Performance Shares - the SEC rules require us to assume a number of shares equal to the

threshold (50% of Base Grant) payout level of these performance shares, although the actual number of shares awarded, if any, will

not be determined until after the end of the performance period, which ends on December 31, 2021: and (ii) accrued dividend rights

(and interest thereon) that will be paid in stock to the extent the underlying performance shares actually vest and are paid out, as

follows Mr, Brandt - 433; Mr. Guldner - 177; Mr. Hatfield -98; Mr. Bement - 69; Mr. Froetscher - 69; and Mr. Smith - 55.

The 2019 Performance Shares are described with their vesting schedule under "Executive Compensation Components - Long-Term

Incentives - Performance Shares" in the CD&A.

et This amount represents: ii) the 2018 performance shares - the SEC rules require us to assume a number of shares equal to the target

(100% of the Base Grant) payout level of these performance shares, although the actual number of shares awarded, if any, will not be

determined until after the end of the performance period, which ends on December 31, 2020; and (ii) accrued dividend rights (and

interest thereon) that will be paid in stock to the extent the underlying performance shares actually vest and are paid out, as follows:

Mr. Brandt- 2,369: Mr. Guldner - 377; Mr. Hatfield - 538; Mr. Bement -323; Mr. Froetscher -377; and Mr. Smith - 105.

um This amount represents the 2017 performance shares. The performance period for these performance shares ended December 31, 2019,

however, the payout was not determined until February 2020 for the portion tied to TSR and the payout, if any, for the portion tied to the five

operational performance metrics will not be determined until October 2020, which is when the Company anticipates that we will have the

information necessary to determine whether, and to what extent, the five performance metrics were met. SEC rules require us to (i) assume

a number of shares equal to the target (100% of Base Grant) payout level for the 2017 performance shares; and (ii) accrued dividend

rights (and interest thereon) that will be paid in stock to the extent the underlying performance shares actually vest and are paid out, as

follows; Mr. Brandt - 3,073; Mr. Guldner - 349; Mr. Hatfield - 629; Mr. Bement - 419; Mr, Froetscher - 245; and Mr. Smith - 53.

un The terms of the grants to Mr. Smith and their vesting dates are described in the narrative disclosure accompanying the Summary

Compensation Table and the Grant of Plan Based Awards.
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Option Exercises and Stock Vested

Stock Awards

.. ................... . . . . . . . . . ~ . . . ....~...........,......................................................................

...............................................................,...,............................................ . . . . ............ . . . . . . . .. . . . . .. . . . ........ . . . . . ...........,........,.....

...................~..*,.., ...»... ..........»-........~.....-............

............. ............................... . . . . . . .....,.....

Name

Donald E. Brandt

Jeffrey B. Guldner

James R. Hatfield

Robert s. Bement

Daniel T. Froetscher

Robert E. Smith

Number of Shares
Acquired on

Vesting
(#)(1)

126,184

7,741

15,751

7,879

6,759

1,242

Value
Realized

on Vesting
($)(2)

11,414,655

712,283

1,449,992

724,953

621,963

112,935-
(I) The amount in this column consists Of: (i) RSUs tJlat were granted to Messrs. Brandt, Guldner, Hatfield, Bement and Froetscher in

February 2018, and Mr. Smith in October 2018, that vested and were released in part on February 20, 2019 as follows; Mr. Brandt -4,275;
Mr. Guldner - 681; Mr. Hatfield - 972; Mr. Bement - 583; Mr. Froetscher - 681; and Mr. Smith - 1,232; dividend rights (and interest
thereon) payable in stock earned on RSUs granted in February 2018 and released in pan on February 20, 2019 as follows; Mr. Smith - 10;
(ii) RSUs that were granted to the NEOs (except Mr. Smith) in February 2017 that vested and were released in part on February 20, 2019

as follows: Mr. Brandt - 5,516; Mr. Guldner - 627; Mr. Hatfield - 1,129; Mr. Bement - 753; and Mr. Froetscher - 439; and dividend
rights (and interest thereon) payable in stock earned on RSUs granted in February 2017 and released in part on February 20, 2019 as

follows: Mr. Hatfield - 36; (iii) RSUs that were granted to the NEOs (except Mr. Smith) in February 2016 that vested and were released
in part on February 20, 2019 as follows; Mr, Brandt - 6,543; Mr. Guldner - 595; Mr. Hatfield - 1,264; Mr. Bement - 595; and Mr,
Froetscher - 521; dividend rights (and interest thereon) payable in stock earned on RSUs granted in February 2016 and released in part

on February 20, 2019 as follows: Mr. Brandt - 313; Mr, Guldner - 28; Mr. Hatfield - 60; Mr, Bement - 28; and Mr. Froetscher - 25;
(iv) RSUs that were granted to the NEOs (except Mr. Smith) in February 2015 that vested and were released in part on February 20, 2019
as follows: Mr. Brandt - 7,619; Mr. Guldner - 606; Mr. Hatfield - 1,299; Mr. Bement - 606; and Mr. Froetscher - 520; dividend rights
(and interest thereon) payable in stock earned on RSUs granted in February 2015 and released in part on February 20, 2019 as follows:
Mr. Brandt - 485; Mr. Guldner - 39; Mr. Hatfield - 83; Mr. Bement - 39; and Mr. Froetscher - 33; (v) 14,564 RSUs granted to Mr. Brandt
in February 2019; 12,825 RSUs granted to Mr. Brandt in February 2018; 11,032 RSUs granted to Mr. Brandt in February 2017; 6,543 RSUs
granted to Mr. Brandt in February 2016; dividend rights (and interest thereon) payable in stock earned on those RSUs consisting of 422 on the

2016 RSUs, in all cases that vested (but were not released) on November 15, 2019 (vi) additional RSUs resulting from notional dividends on the

onetime award of supplemental grants of RSUs that were granted in February 2011 for performance prior to 2011 and further described below
(the "Supplemental RSUs"), that vested, but were not released, on the following dates in 2019:

June 3March 1 December 2

231.»-»-... ...............................,*,..

39

227

37

September 3

228

37

271

4 4- -

64 63 7664»~--.»....~..~»_~ ....... . . . . @.

64 63 7664
. ~. .

Name

Donald E. Brandt

Jeffrey B. Guldner

James R. Hatfield

Robert s. Bement

Daniel T. Froetscher 39 37 4437

82)

(The Supplemental RSUs vested 50% on February 15, 2013, 25% on February 14, 2014, and 25% on February 13, 2015. The

Supplemental RSUs are not released to the recipient until the recipient's retirement, death, disability or separation of employment

from the Company. Mr. Brandt's vested Supplemental RSUs will be released in May 2020); (vii) performance shares hal were granted

to the NEOs (except Mr. Smith) in February 2016, which were based on a performance period of January 1, 2016 to December 31,

2018, and which were released in 2019 when the Company had the information needed to determine whether, and to what extent, the

applicable performance criteria were met, as follows: performance shares related to TSR were released on February 19, 2019 as follows;

Mr. Brandt - 25,399; Mr. Guldner - 2,309; Mr. Hatfield .__ 4,906; Mr. Bement - 2,309; and Mr. Froetscher - 2,021; and dividend

rights (and interest thereon) payable in stock on the performance shares released on February 19, 2019 as follows; Mr. Brandt -

2,435; Mr. Guldner - 221; Mr. Hatfield -470; Mr. Bement - 221; and Mr. Froetscher - 194; and performance shares related to

the six operational performance metrics were released on October 22, 2019 as follows: Mr. Brandt - 24,536; Mr. Guldner - 2,231:

Mr. Hatfield - 4,740; Mr. Bement - 2,231; and Mr. Froetscher - 1,952; and dividend rights (and interest thereon) payable in stock

on the performance shares released on October 22, 2019 as follows: Mr, Brandt - 2,720: Mr. Guldner - 247; Mr. Hatfield - 525;

Mr. Bement - 247; and Mr. Froetscher - 216.

The values realized for the RSUs, Supplemental RSUs and the performance shares are calculated by multiplying the number of shares of
stock or units released or vested by the market value of the common stock on the release or vesting date, which; (i) for the performance
shares released on February 19, 2019 was $90.65; (ii) the RSUs released on February 20, 2019 was $90.93. (iii) for the Supplemental
RSUs vested on March 1, 2019 was $92.78; (iv) for the Supplemental RSUs vested on June 3, 2019 was $95.40; (v) for the Supplemental
RSUs vested on September 3, 2019 was $95.58; (vi) for the Supplemental RSUs vested on December 2, 2019 was $85.75; and (vii) for the
performance shares released on October 22, 2019 was $94.53; and (vii) for the RSUs vested on November 15, 2019 was $87.61.
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Pension Benefits

The Pension Benefits table below includes estimates of the potential future pension benefits for
each NEO based on the actuarial assumptions used for financial reporting purposes, such as the life
expectancy of each NEO and his spouse and "discount rates."

Payments

During Last

Fiscal Year

(SiName

Donald E. Brandt"' 0

0

0
"j3,eV"§j§ui3ne,.: , . . . . . . . . . . . ~............ . . . . . . - . . . . . - . , . . . . . . . . . . . . . . . . . . ... . . . . . . . . . . . _. , , , . . . ,.

15
.....................

James R. Hatfieldi*>

12

13
.-....,........,..

6

0
o

06
13

,. ,........,......,.... . , . ,0

0

0

0

39

2

Present Value of
Number of Years Accumulated
Credited Service Benefits

(#) ($)(l)

17 588,324

i7-"Téi§33218

.......,.. . . . . . . .

"-""4,377;19e
......*, . . . . . . .

, . . . . . .... . . . .

Plan Name

Retirement Plan
Supplemental PlaN . ..

Retirement Plan . . .. . . . . . .. . . .

Supplemental Plan

Retirement Plan .......

Supplemental Plan
Robert S§eme.n5§, , , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ~.... . . . . . . . . . . . . . . . . . . . -.....,R.eirement.pan., . . . . . _,_. . . .

Supplemental Plan
DanielT.Froetschel"°'*_ . . . , . ....................................................,.7. . . .- . . , . .RetlrementPlan . . . . . . . . . . . . . . . . . . . . . . . . . .

Supplemental Plan
Rolier tl§Smltll" '. . . . . . . . . . . . . . . . . . ._ . . . . . .... . . . . . . . . , . . . . . . . . . . . . . . . . . . . . , . . . . . . . . . . . . . . . . . . . . . , . . . , . , . . ,..R,erement Plan

Supplemental Plan

m

l2)

(3)

(4)

Isa

(5)

m

See Note 7 of the Notes to Consolidated FinancialStatements in the Pinnacle West/APS Annual Report on Form 10K for the fiscal year

ended December 31, 2019 for additional information about the assumptions used by the Company in calculating pension obligations.

Mr. Brandt retired on November 15, 2019 and the amounts shown are the present values of Mr. Brandt's accumulated benefits for the

Retirement Plan to be paid on January l. 2020 as an annuity with one month of back payments and lump sum and for the Supplemental

Plan to be paid on June 1, 2020 as a five-year certain payment (payable in 60 monthly installments) with six months of back payments.

The amounts shown are the present values of Mr. Guldner's accumulated benefits for the Retirement Plan to be paid as an annuity and

lump sum and for the Supplemental Plan to be paid as a fiveyear certain payment (payable in 60 monthly installments).

The amounts shown are the present values of Mr. Hatfields accumulated benefits for the Retirement Plan to be paid as an annuity and

lump sum and for the Supplemental Plan to be paid as a five-year certain payment (payable in 60 monthly installments).

The amounts shown are the present values of Mr. Bement's accumulated benefits for the Retirement Plan to be paid as an annuity and

lump sum and for the Supplemental Plan to be paid as a fiveyear certain payment (payable in 60 monthly installments).

The amounts shown are the present values of Mr. Froetschers accumulated benefits for the Retirement Plan to be paid as an annuity and

lump sum and for the Supplemental Plan to be paid as a fiveyear certain payment (payable in 60 monthly installments). both at age 60,

which is the earliest Mr. Froetscher could retire with no reduction in benefits. See the following "Discussion of Pension Benefits."

The amounts shown are the present values of Mr. Smiths accumulated benefits for the Retirement Plan to be paid as an annuity and lump
sum and for the Supplemental Plan to be paid as a fiveyear certain payment (payable in 60 monthly installments).

Discussion of Pension Benefits

RETIREMENT PLAN AND SUPPLEMENTAL PLAN

The Company's Retirement Plan is a taxqualified, noncontributory retirement plan for salaried and hourly

employees. The Supplemental Plan provides additional retirement benefits for key salaried employees but

does not duplicate benefits provided under the Retirement Plan. The total benefit is calculated and then
benefits payable under the Retirement Plan are paid from a tax-exempt trust and any remaining benefits

due under the Supplemental Plan are paid from the general assets of the Company.
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Prior to April 1, 2003, benefits under the Retirement Plan and the Supplemental Plan (the "Traditional

Formula Benefit") accrued in accordance with a traditional retirement plan formula based on average

annual compensation and years of service (the "Traditional Formula").

A participant's Traditional Formula Benefit under the Retirement Plan is a monthly benefit for life beginning

at normal retirement age (age 65 with 5 years of service or age 60 with 33 years of service) and is equal
to the participant's average monthly compensation (the average of the highest 36 consecutive months of

compensation in the final 10 years of employment) multiplied by l.65% for the first 33 years of service,
plus 1% of average monthly compensation for each year of service credited in excess of 33 years. .

Under the Traditional Formula of the Supplemental Plan, a participant's monthly benefit for life beginning

at normal retirement age (age 65 or age 60 with 20 years of service) is equal to the following:

.

.

.

3% of the participant's average monthly compensation (highest 36 consecutive months of

compensation during employment) multiplied by the participant's first 10 years of sen/ice, plus

2% of the participant's average monthly compensation multiplied by the participant's next 15 years of
service, minus

benefits payable under the Retirement Plan.

The total monthly Traditional Formula Benefit is capped at 60% of the participant's average monthly

compensation. A participant may elect to begin receiving a reduced Traditional Formula Benefit after
attaining early retirement age (age 55 with 10 years of service). An actuarial reduction is applied to the
Retirement Plan unless the participant has at least 20 years of service, in which case the reduction
is 3% per year (prorated monthly) for each year prior to normal retirement. The reduction on the

Supplemental Plan is 3% per year (prorated monthly).

Messrs. Hatfield, Bement and Froetscher currently qualify for early retirement, but not normal
retirement, under the Retirement Plan and the Supplemental Plan. Mr. Brandt qualified for early
retirement under the Retirement Plan and the Supplemental Plan when he retired. Messrs. Guldner
and Smith do not currently qualify for early or normal retirement under either the Retirement Plan or the
Supplemental Plan.

Effective April l, 2003, the Company changed the benefit accrual formula for both the Retirement Plan
and the Supplemental Plan to a retirement account balance formula (the "Account Balance Formula").
Active participants were able to elect to either (1) continue to earn benefits calculated under the
Traditional Formula, or (2) earn benefits calculated (a) under the Traditional Formula for service through
March 31, 2003, and (b) under the Account Balance Formula for service after that date. Messrs.
Brandt's and Froetscher's benefits are calculated under the combined Traditional Formula/Account
Balance Formula. Messrs. Guldner's, Hatfield's, Bement's, and Smith's benefits are calculated under the
Account Balance Formula.

Under the Account Balance Formula, a notional account is established for each eligible participant and
benefits are generally payable at termination of employment. The Company credits monthly amounts

(based on the participant's current monthly compensation) to a participant's account.
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Under the Retirement Plan, Company credits are based on the following formula:

Percent of Monthly
Compensation Contribution Rate

(%)

-~...~,~.. -............................. .. 4_

..........,, 5_. - . - . .

....................... , , , , . , , ,, ~.. .~~ . - -

, ...- *.. . 6

7

9

11

Age Plus Whole Years of Service at End of Plan Year

Less than 40

40-49
, . . , . . ,

60_0§

?0-7§f
80 and over

In addition, participants in the Retirement Plan on December 31, 2002 were eligible for up to 10 years
of transition credits based on age and years of service (with the maximum transition credit equal to

2.75% of current monthly compensation).

Under the Supplemental Plan, Company credits are based on the following formula:

Percent of Monthly
Compensation Contribution Rate

(% )Age at End of Plan Year

.........-

.....*--- ' . .-»» -.-.-» .-

. . . . -~ .

12

14

16

20

24

28

Less than 358 5 8 9 . . , . , . , . . . . . . . . . . ..
4 0 4 . . . . , . ,,._..

45-49 ..

50-54 . w

55 and over

Company credits under the Supplemental Plan stop at the end of the year in which a participant attains
25 years of service (the "25-Year Cap").

For purposes of calculating the Traditional Formula Benefit and the Account Balance Formula benefit
under the Retirement Plan, compensation consists solely of base salary up to $280,000, including
any employee contributions under the Company's 401(k) plan, flexible benefits plan and qualified
transportation arrangement under Section l32(f) of the Code. Amounts voluntarily deferred under other
deferred compensation plans, bonuses, incentive pay and long-term equity awards are not taken into
account under the Retirement Plan. The Supplemental Plan takes these amounts into account (with
certain exceptions) plus base salary beyond the $280,000 limit.

Participants typically begin accruing service when hired and are vested after completing three years of
service. Under both the Retirement Plan and the Supplemental Plan, Traditional Formula Benefits are
usually paid in the form of a level annuity with or without survivorship and generally are not available as
a lump sum. Account Balance Formula benefits are eligible to be paid in the form of a level annuity with
or without survivorship or as a lump sum. All optional benefit forms available through the Retirement
Plan are approximately actuarially equivalent. Under the Supplemental Plan, the 50% joint and survivor
benefit is fully subsidized, and the other benefit forms are partially subsidized. The Supplemental Plan
offers an additional five-year certain payment option (payable in 60 monthly installments).
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EXECUTIVE COMPENSATION

Effective January 1, 2011, the Supplemental Plan was amended to reduce the Company credits for

individuals who became participants on or after January l, 2011 to the levels listed in the following table:

Percent of Monthly

Compensation Contribution Rate

(%)

.~.. ...... . .

~ . M .~~.&

........-.~--. - _ - - - .

Age at End of Plan Year

Less than 35

35-39

40-44

4549

5054

55 and over

.,........ 3..

... 9

1 O

*12

,. 5
18

Individuals who became participants in the Supplemental Plan on or after January 1, 2011 are not
entitled to receive a fully subsidized 50% joint and survivor annuity form of benefit, and the 25-Year
Cap has been eliminated. Participants promoted to officer status on or after January 1, 2011 are not

retroactively treated as officers for their entire period of employment.

Nor qualified Deferred Compensation

Executive
Contributions in
Last Fiscal Year

($)"'

Registrant
Contributions in

Last Fiscal Year

($)

Aggregate
Earnings in

Last Fiscal Year

(so

Aggregate
Withdrawals/

Distributions

is)

Aggregate
Balance at Last
Fiscal Year End

($)

-...».,..., . . . . . , .. ....,.
M3393

0
0

0

0

0

247,344 0 3,593,100

0 0 2,694,752

0 O 3,976,267

167.,697

O
ff,i1l??2788

0
0
0

O

0

1,i&§
448,211

...............,-........_.
34,256O 0

0
22,166

0
o

0
324,951

749,117

......-............... ..........._...... .n . H_...-_.
286,.788

~.o

0

0

0

0

160,844 o

.-,.._.,......,.-.0 .
101,112 0

2,325,393

749,117

1,403,707

353324-59,214

0
0
0 o

(41,731) 520,197

0 448,211

_... . .~ ..

Name

Donald E. Brandt:

DCP & 2005 Pl3n(a)

Supplemental RSUs""

R5UsiS»

Jeffrey B. Guldnerz

2005 planl31

Supplemental RSUs""

lames R. Hatfield

2005 Plan131

Supplemental RSUs""

Robert s. Bement:

2005 Plan(3'

Supplemental RSUs""

Bement DCP Discretionary Credits"'

Daniel T. Fruetscherz

DCP & 2005 Plan(3l.(6)

Supplemental RSUs""

Robert E. Smith:

2005 Plan 00 0 0
tl)

(2)

The amount of the executive contribution is solely from the voluntary deferral by the executive of the executive's designated compensation

and does not include any separate Company contribution. These deferred amounts are included in the "Salary" and "NonEquity Incentive

Plan Compensation" columns in the Summary Compensation Table.

A portion of the amounts reported in this column is the abovemarket portion of interest accrued under the deferred compensation plan

(also reported as compensation in the Summary Compensation Table), including: Mr. Brandt - $163,031; Mr. Guldner - $48,430;

Mr. Hatfield - $14,536; Mr, Bement - $174,584; and Mr. Froetscher - $23,103.
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(31

(4)

The historical contributions of each NEO to his aggregate balance at December 31, 2019, including "market rate" interest (as defined by

the SEC) from the date of each contribution, is as follows; Mr. Brandt - $2,702,467; Mr. Guldner - $735,405; Mr. Hatfield - $26l,014;

Mr. Bement - $1,783,203; and Mr. Froetscher - $299,397. Of the totals in this column, the following amounts have been reported

in the Summary Compensation Table in this Proxy Statement or in the Companys prior Proxy Statements: Mr. Brandt - $2,884.298;

Mr. Guldner - $352,890; Mr. Hatfield - $278,569; Mr. Bement .- $891,960; and Mr. Froetscher - $140,436.

Supplemental RSUs were granted to NEOs in 2011 (except Mr. Smith) and vested over a fouryear period and earned additional

Supplemental RSUs resulting from notional dividends on the vested underlying awards. The amount in the "Aggregate Balance at Last

Fiscal Year End" column is calculated by multiplying the closing market price of our common stock at the end of 2019 ($89.93 per share

as of December 31, 2019) by the number of vested Supplemental RSUs. Mr. Brandt's vested Supplemental RSUs will be released in

May 2020. The following table shows historical vesting by year:

Vested National

Supplemental R$Us

Vested

Supplemental R$Us

2019201320182 0 1 3 ~ 2 0 1 5

...........»
7,428 957

1.231 157
...............................-_ 2 1  I

3 ,596
. . _ » - * . . . _ . . . , . . . ~ , . .

......... , 5,996 267

267

2,067
~_

2,067 .__.
1,231 157

5,996

3,596

Donald E. Brandt

Jeffrey B. Guldner

James R. Hatfield

Robert s. Bement

Daniel T. Fraetscher

am

IS)

Mr. Brandt's RSUs vested in November 2019 when he retired. These RSUs Will be released in accordance with the vesting schedule

associated with each RSU grant. The amount in the "Aggregate Balance at Last Fiscal Year End" column is calculated by multiplying the

closing market price of our common stock on November 15, 2019 ($87.61 per share) by the number of vested RSUs.

On January 15, 2019, Mr. Froelscher received a lump sum payment in the gross amount of $41 ,731 with regards to an election made

under the 2005 Plan to receive a payout in January of the fifth year following the deferral of 2014 compensation. The lump sum payment

included accrued interest.

m The terms of the Bement DCP Discretionary Credits are discussed under "Discussion of the Nonqualified Deferred Compensation - DCP

and 2005 Plan" below.

Discussion of Nor qualified Deferred Compensation

DCP AND 2005 PLAN

Effective January l, 1992, the Company established The Pinnacle West Capital Corporation, Arizona

Public Service Company, SunCor Development Company, and El Dorado Investment Company Deferred

Compensation Plan (the "DCP"). Under the DCP, a participant who is an employee is allowed to defer
up to 50% of annual base salary and UD to 100% of year-end bonus, which would include awards under

regular annual incentive plans, but not special incentive payments. A participant who is a member of the

Board is allowed to defer up to 100% of the annual cash fees payable to the participant. Amounts deferred

by participants are credited with interest at various rates in substantially the same manner as interest is

credited pursuant to the 2005 Plan, as described below. Distributions may be made (l) within 60 days

after the fifth year an amount was deferred, (2) on account of an unforeseen emergency, (3) on account of

retirement after attaining age 65 with five years of sen/ice or after attaining age 55 with 10 years of service
("Retirement Benefit"), (4) on account of termination prior to retirement ("Termination Benefit"), (5) on

account of disability, or (6) on account of death before termination of employment.

The Retirement Benefit and Termination Benefit are payable in a lump sum or in 5, 10, or 15 equal annual

installments, as elected by the participant. Other benefits are generally paid in a lump sum. The method of

crediting interest on lump sum and installment payments under the DCP is substantially the same as the

method used in the 2005 Plan, as described below.
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On December 15, 2004, the Board authorized the adoption of a new nonqualified deferred compensation
plan for post-2004 deferrals (the "2005 Plan"). No future deferrals will be permitted under the DCP. The

2005 Plan, effective as of January 1, 2005, is based in large part on the DCP as described above. The

2005 Plan was adopted to comply with the requirements of Section 409A of the Code.

Under the 2005 Plan, a participant who is an employee is allowed to defer up to 50% of the participant's

base salary and up to 100% of the participant's bonus, including regular awards under annual incentive

plans, but not special awards. A participant who is a member of the Board is allowed to defer up to 100%

of the annual cash fees payable to the participant. Amounts deferred by participants are credited with
interest at various rates, as described below. Deferral elections of base salary and director's fees must

be made prior to the calendar year in which such base salary or director's fees will be paid. A deferral

election with respect to a bonus must be made before the first day of the calendar year in which the

bonus is earned. When making a deferral election, a participant also makes an election regarding the time

and form of the participant's distributions from the 2005 Plan. Distributions from the 2005 Plan must be
made in accordance with Section 409A of the Code. Distributions may be made (l) in January of the fifth

year following the year in which an amount was deferred, (2) on account of an unforeseeable financial

emergency, (3) either (i) termination of employment or (ii) the later of termination of employment or

attainment of age 55, or (4) on account of death before termination of employment.

In the event of termination of employment, attainment of age 55 or death, the benefit is payable in a

lump sum or in 5, 10 or 15 equal annual installments, as elected by the participant. Benefits in the other
circumstances are generally paid in a lump sum.

The 2005 Plan provides for a single rate of interest that will be determined by the plan committee, but

which rate shall in no event be less than the rate of interest equal to the 10-year U.S. Treasury Note rate as
published on the last business day of the first week of October preceding a plan year. The plan committee

set the rate at 7.5% for plan year 2019.

Effective January 1, 2009, the Company amended the 2005 Plan to permit the Com pa ny, in its discretion,

to award discretionary credits to participants. Discretionary credits generally will be paid at the time and in

the form provided in the written award agreement.

The Company made a discretionary credit award to Mr. Bement in 2008 pursuant to the 2005 Plan

consisting of $350,000 as of December 17, 2008, $70,000 as of January 1, 2010 and an additional

$70,000 on January 1 of each of the next four years thereafter (the "2008 Bement DCP Discretionary

Credits"). The 2008 Bement DCP Discretionary Credits earn interest in accordance with the 2005 Plan.
The 2008 Bement DCP Discretionary Credits vested on December 31, 2014 and will be payable to

Mr. Bement following his termination from the Company in such form as elected by Mr. Bement.

Additionally, the Company made a discretionary credit award to Mr. Bement in 2014 pursuant to the 2005

Plan consisting of $75,000 as of January 1, 2015 and an additional $75,000 on January l of each of the

next three years thereafter (the "2014 Bement DCP Discretionary Credits" and together with the 2008

Bement DCP Discretionary Credits, the "Bement DCP Discretionary Credits"). The 2014 Bement DCP

Discretionary Credits earn interest in accordance with the 2005 Plan. The 2014 Bement DCP Discretionary
Credits vested on December 31, 2018 and will be payable to Mr. Bement following his termination from the

Company in such form as elected by Mr. Bement.

Participation in both the DCP and the 2005 Plan is limited to officers, the Company's senior management

group and directors of the Company and participating affiliates. The Company's obligations under the DCP

and the 2005 Plan are unfunded (except in the limited change of control circumstance discussed below)

and unsecured.
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Potential Payments upon Termination or Change of Control

This section describes the potential payments that each of the NEOs could receive following termination

of employment, including through death, disability, retirement, resignation, involuntary termination (with
or without cause) or a change of control of the Company (each, a "Termination Event"). We describe

plans, agreements, or arrangements under which each NEO could receive payments following a

Termination Event, excluding those that do not discriminate in favor of our executive officers and that

are available generally to all salaried employees and awards that are already vested. The description

of payments to the NEOs under the various Termination Event scenarios described in this section are
not intended to affect the Company's obligations to the NEOs. Those obligations are subject to, and

qualified by, the contracts or arrangements giving rise to such obligations. Unless we note otherwise, the
discussion below assumes that any Termination Event took place on December 31, 2019 for each NEO.

The Company does not have a severance plan that covers the NEOs. We also do not have traditional

severance agreements or arrangements with our NEOs. We do have Change of Control Agreements,

which are discussed below.

In addition to the termination payments set fodh below, the NEOs would also receive a full distribution
under the DCP, the 2005 Plan and pension benefits. Amounts payable to Messrs. Brandt, Guldner,
Hatfield, Bement, Froetscher, and Smith under the DCP and the 2005 Plan are set forth in the
Non qualified Deferred Compensation table, which also shows which part of the payment is interest paid

by the Company and which part is the executive's contribution.

With respect to pension benefits, the amounts that each of the NEOs would receive under the

Supplemental Plan in the event of a Termination Event are set forth in the Pension Benefits table;

however, assuming that the NEO (excluding Mr. Brandt who retired in November 2019) had died
on December 31, 2019, the amounts payable under the Supplemental Plan, would have been
as follows: Mr. Guldner - $1,952,646; Mr. Hatfield -- $3,659,063; Mr. Bement - $2,991,274;
Mr. Froetscher - $5,363,844 and Mr. Smith - $0. These amounts are based on the following
assumptions: (1) the Traditional Formula Benefit is paid in the form of a monthly annuity to the NEO's
spouse for life following his death and benefit payments commence immediately and (2) the Account
Balance Formula is paid in the form of an immediate lump sum to his spouse. Messrs. Guldner, Hatfield,
Bement, Froetscher and Smith would have received $2,256,938; $4,578,566; $3,739,428; $4,474,574
and 330, respectively, in the event of a Termination Event other than death due on December 31,

2019, and these amounts are based on the assumption that the benefit would be payable in five-year
installment payments beginning on January 1, 2020.

With respect to the performance share awards, the recipient must remain employed with the Company
throughout the performance period, unless the recipient meets any of the following exceptions, which
would trigger a payment in connection with those certain Termination Events. in the case of the

recipient's retirement while qualifying for Early Retirement or Normal Retirement under the Retirement
Plan (the "Retirement Qualified Employee"), the employee is deemed to have been employed through
the end of the performance period (with payout based on actual performance results). In the case of
the recipient's retirement after reaching age 60 with five years of service, but not otherwise qualifying

for Early Retirement or Normal Retirement under the Retirement Plan (a "Late Career Employee"), any

performance share payout will vest pro-rata based on the number of days the recipient was employed

during the performance period compared to the total number of days in the period. In the event the
recipient is terminated for cause (regardless of the recipient's retirement date), the recipient shall not be
deemed to have been employed through the end of the performance period and will forfeit the right to
receive any payout. In the event of the death or disability of a Retirement Qualified Employee or a Late
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Career Employee, the employee is deemed to have been employed through the end of the performance
period (with payout based on actual performance results). In the event the recipient's employment
is terminated without cause during the performance period, the CEO, in his discretion and with the
Committee's approval, may determine if, to what extent, and when, any unvested portion of the grant

may vest. The performance shares contain confidentiality protections that apply during employment and
survive termination, and non-competition and employee solicitation restrictions that survive for a period
of one year following termination of employment.

With respect to RSUs, the recipient must remain employed with the Company through the applicable
vesting date, unless the recipient meets any of the following exceptions, which would trigger a payment
in connection with those certain Termination Events. If a Retirement Qualified Employee retires, the

RSUs will fully vest and will be payable on the dates and in the percentages specified in the vesting
schedule. If a Late Career Employee retires, the recipient will receive a pro-rata payout of the portion that

would have released on the next vesting date based on the number of days the recipient was employed
from the last vesting date. If a Retirement Qualified Employee or a Late Career Employee dies or

becomes disabled before the end of the vesting period, any outstanding RSUs will fully vest and will be
payable no later than March 15 of the year following the year in which the event occurs. In the event a
recipient is terminated for cause, any award the recipient would otherwise be entitled to receive following

the date of termination is forfeited. in the event a recipient is terminated without cause, the CEO, in

his discretion and with the Committee's approval, may determine if, and to what extent, any unvested
portion of the grant will vest. The RSUs contain confidentiality protections that apply during employment
and survive termination, and non-competition and employee solicitation restrictions that survive for a

period of one year following termination of employment.

As described in the next paragraph, if a recipient's rights are adequately protected, a change of control

will not result in any acceleration of a recipient's performance shares or RSUs. However, if a change

of control occurs and the conditions of the following paragraph are not met, immediately prior to the
change of control, the RSUs and performance shares will convert to either cash or stock, at the election

of the recipient, and shall immediately vest. In converting the performance shares, the recipient will
receive the number of shares of stock or the cash equivalent that would have been earned at the target
level of performance, unless the Committee determines that a higher level of attained performance is

reasonably ascertainable as of a specified date prior to the closing of the change of control transaction.

The dividend equivalent awards will be paid in cash or stock as determined in accordance with the
applicable award agreement.

Prior to a change of control, the Board may determine that no change of control shall be deemed to

have occurred or that some or all of the enhancements to the rights of the recipient shall not apply
to specified awards. The Board may exercise such override authority only if, before or immediately

upon the occurrence of the specified event that would otherwise constitute a change of control, the
Board reasonably concludes in good faith, that: (l) recipients holding awards affected by action of the
Board override will be protected by legally binding obligations of the Company or the surviving entity

or the parent thereof because such awards (A) shall remain outstanding following consummation of all
transactions involved in or contemplated by such change of control, (B) shall be assumed and adjusted
by the surviving entity resulting from such transactions or the parent thereof, or (C) shall be exchanged
for new awards issued by the surviving entity resulting from such transaction or the parent thereof;
and (2) changes in the terms of the award resulting from such transactions will not materially impair
the value of the awards to the participants or their opportunity for future appreciation in respect of

such awards.
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The Company has entered into identical Change of Control Agreements with each of its executive
officers, including each of the NEOs. The Company believes that these agreements provide stability for

its key management in the event the Company experiences a change of control. The agreements contain

a "double-trigger" that provides for certain payments if, during the two-year period following a change
of control of the Company (the "first trigger"), the Com pa ny terminates the officer's employment for
any reason other than death, disability or cause or the executive terminates his or her own employment

following a significant and detrimental change in the executive's employment (the "second trigger"). In
case of an officer's retirement, death or disability, no payments are made under the officer's Change
of Control Agreement, except for the payment of accrued benefits; however, if the officer dies following

the officer's receipt of a second trigger termination notice, the officer's estate will receive the change of

control payments the officer would have received if the officer had survived. Pursuant to the Change of

Control Agreement, each of the NEOs is obligated to hold in confidence any and all information in his

possession as a result of his employment, during and after the NEO's employment with the Company

is terminated.

The termination payment, if required, is an amount equal to 2.99 times the sum of the executive's
annual salary at the time of the change of control plus the annual bonus (including incentive plan
payments), as determined by an average over the last four years preceding termination. In addition, the
executive is entitled to continued medical, dental, and group life insurance benefits at a shared cost until
the end of the second year following the calendar year of termination. Outplacement services are also

provided. If the limitations described in Section 280G of the Code are exceeded, the Company will not

be able to deduct a portion of its payments. in addition, if these limitations are exceeded, Section 4999
of the Code imposes an excise tax on all or part of the total payments. In certain of the agreements, an
additional gross-up payment equal to the excise tax (plus any penalties and interest) imposed on or with
respect to the total payments is provided.

In May 2009, the Company determined that, on a going-forward basis, it would no longer provide

excise tax gross-up payments in new and materially amended agreements with its NEOs, but provided

for an exception that gave the Company the ability to include a limited excise tax gross-up provision

in connection with recruiting a new executive to the Company. In 2018 the Committee removed
this exception .

A change of control under the Change of Control Agreement includes; (1) an unrelated third-party's
acquisition of 20% or more of the Company's or APS's voting stock; (2) a merger or consolidation where

either the Company or APS combines with any other corporation such that the Company's or APS's
outstanding voting stock immediately prior to merger or consolidation represents less than 60% of

the voting stock of the Company or APS immediately after the merger or consolidation, but excluding

a merger or consolidation effected to implement a recapitalization in which no unrelated third-party
acquires more than 20% of the voting stock of the Company or APS; (3) a sale, transfer, or other

disposition of all or substantially all of the assets of the Company or APS to an unrelated third-party;
or (4) the case where the composition of either the Board of the Company or of APS changes such

that the members of the Board of the Company (the "Company Incumbent Board") or of APS (the
"APS Incumbent Board"), as of July 31, 2007 (and with respect to Messrs. Hatfield and Guldner as of
July 31, 2008) no longer comprises at least two-thirds of the Company's or APS's Board of Directors. For

purposes of this later provision, a person elected to either Board is treated as a member of the Company

incumbent Board or APS Incumbent Board if his or her nomination or election by shareholders was
approved by a twothirds vote of the members then comprising the Company Incumbent Board or APS
incumbent Board, and it does not include anyone who became a director in an actual or threatened
election contest relating to the election of directors.
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Each of the agreements terminates on December 31st of each year upon six months advance notice by

the Company to the executive officer; if the six months advance notice is not given, the agreements will

continue for successive one-year periods until the notice is given. The Company is required to deposit

into a trust sufficient funds to pay obligations under the DCP, 2005 Plan and the Supplemental Plan in
the case of an actual or potential change of control.

Mr. Brandt could receive certain termination payments under his Consulting Services Agreement.
The Consulting Services Agreement may be terminated with or without cause by either Pinnacle West

or Mr. Brandt upon 30 days' written notice. If the Consulting Services Agreement is terminated (i) by

Mr. Brandt for any reason other than due to death or disability or (ii) by the Board for cause prior to

the end of the Retention Period, Mr. Brandt will receive the Monthly Fee for only the month in which
the Consulting Services Agreement is terminated and he will not be entitled to receive the Final Fee.
If the Consulting Services Agreement is terminated prior to the end of the Retention Period due to

(i) Mr. Brandt's death or disability or (ii) by the Board for any other reason, including without limitation
as a result of a change of control, Mr. Brandt or his estate, as appropriate, will receive all of the unpaid

Monthly Fees for the remainder of the Retention Period and the Final Fee in a single lump sum within
30 days following the date on which the Consulting Services Agreement is terminated .

The following tables quantify the amounts that would have been payable to each NEO if the indicated

Termination Event had taken place on December 31, 2019. In the tables

•

•

.

We assume full vesting of outstanding performance shares (at the target level) and RSUs upon a
change of control. The performance shares and RSUs, plus, where applicable, dividend equivalents,
for the NEOs vest upon a change of control whether or not there is a subsequent termination of

employment (subject however, to the Board's ability to override the vesting).

Retirement benefits payable to Messrs. Hatfield, Bement and Froetscher include full vesting of

outstanding performance shares (at the target level) and RSUs, plus, in all cases where applicable,
dividend equivalents. Mr. Brandt retired in November 2019 so this reflects actual amounts that were
triggered upon his retirement.

Death or disability benefits payable to Messrs. Hatfield, Bement, and Froetscher, include full vesting

of outstanding performance shares (at the target level) and RSUs, plus, in all cases where applicable,
dividend equivalents.
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Subject to the foregoing, the following tables describe the amounts that would have been payable to
each NEO if a Termination Event had taken place on December 31, 2019:

Donald E. Brandt;

Component of Pay

. . ... . . .h.-sh ._.-,....,,.,...,........ . . . . . . . .

N - .,.,, . . . . . . ,

. v Retirement

is)

7,438,826

8,976,267

1-1,415,093

Performance Shares

RSUs

TOTAL:

Jeffrey B. Guldner=

All Other

Termination Events

($)

Qualifying Termination of
Employment in Connection

With a Change of Control

($)Component of Pay

. . . . . . . . . . .n M.-m_H Q, . . . . . .... . . . . , . . . , . . . .... . .

2,256,3611"

927,773!1} .- - - - -M - . . . . . . . .. . . . . . . . . . . . . m . u. . _ . - . - w

........ . . . . . . . . ....... . ...,...,. , ................... ,....................
Dental, and Life Insurance Benefits

.. . . . . . . .......... ... ., .,, , . .. ... ,, . . . . .

n. ., . . . . ,  . . . . . . . . .  , . . . . ...

............., . . . . . . . . . .

0

0

0

0

0

0

0

3,387,592
u¢-w- --n- 42,060

10,000

. 2,597,039

---"-eé20,a25 w

Performance Shares

RSUs

Severance Benefi ts

Present Value of Medical,

Outplacement Services

Excise Tax Gross-Up

TOTAL

in The performance shares and RSUs are accelerated upon a change of control only if the Board does not exercise its override authority.

James R. Hatfield:

Retirement

to)

All Other
Termination Events

(5)Component of Pay

. . . . . . . . . . . ........., .., ... ... m .. . . . . ........,,.,..,,m

. " 4W ...........,. -.. ..., .N .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

0

0

0
._..

Qualifying Termination of
Employment in Connection

With a Change of Control Death or Disability

is) i s)

2,241,571<1> 1,690,798 1,690,798

933,174<11 933, 174 973,001

3,869, 105 0 0
-... ., ... , .... . . . , . . . . ... ..,

00 .. ....,... .u., ....,, - . . .-. ... ......... ... ..... ... .

..............,,. ..  __ , ,  . . . , . . . . . . , . . . . .,....,. . ,...... ..... . .. .........................

0

0

0

Performance Shares

RSUs

Severance Benefi ts

Present Value of Medical, Dental, and

Life Insurance Benefits .

Outplacement Services

TOTAL;

0

2,623,972

0

2,663,799

33,195

10,000

7,087,045

Ill The performance shares and RSUs are accelerated upon a change of control only if the Board does not exercise its override authority.
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Robert S. Bement:

Component of Pay-

.

.0...... _

,,,,,,, . . ... ... . . . . . n . . ,.. ..... »

Qualifying Termination of
Employment in Connection All other

with a Change of Control Death or Disability Retirement Termination Events

i s) (5) (S) ($)

1,460,821'" 1,092,617 1,092,617 0

588849{i1 588,849 615,001 0

3,703,081 0 0 0

.. . . . . ,. . . . ... .  , . *.. - l .dn n . . .

u - ..... ..... .... , ...
-

........,... . ... . . . . ......n n

Performance Shares

RSUS

Severance Benefits

Present Value of Medical, Dental, and

Life Insurance Benefits

Outplacement Services

_Excise Tax GrossUp

TOTAL: 1,681,466

0 0 0

0__.... 0 - -  0
1,707,618 0

(U

41,588

...h...- 10,000 *

2, 153,920 -
7 ,9 5 8 ,2 5 9  - - -

The performance shares and RSUs are accelerated upon a change or control only if the Board does not exercise its override authority.

Daniel T. Froetscher=

Qualifying Termination of

Employment in Connection
With a Change of Control

($)

Death or Disability

i s)

Retirement

(S)

9 1,183,720

547,644
. . . ..4...,......

1,183,720

573,337

0 0

_1,362,369<1)

.nu _._ 547,644'*'
2,500,969

.. .. ..... ,,.............. .... , .... ..... ,....,... . . -n H u--.m nn- m

All 0lher

Termination Events

(so

0

0

9...

n - - u - -- -
... . . . ,..... ,. n. - . . - . . ., ,. -. . -

0

0

0......, . . ,....... ......... . . . . . . n ,  . . .  , ,..... - . . . . . . , . . . . _ _

Component of Pay

Performance Shares
_RSUs . ., .

Severance Benefi ts

Present Value of Medical, Dental, and

Life Insurance Benefits

Outplacement Services

Excise Tax GrossUp

TOTAL:

42,188

-.. 10,000
1 6,503
6,139,6?3 0

0

0
0

1,731,364

0

0
0

1,757,057

Ill The performance shares and RSUs are accelerated upon a change of control only if the Board does not exercise its override authority.

Robert E. Smith;

Component of Pay

Qualifying Termination of
Employment in Connection

With a Change of Control

($)

All Other
Termination Events

($)

... .,, . , . . ......................... . - .

. . . . u . -nW - , .. ...

. . . . ,. . . . ..,........... . .. , ..,. . . . . .

Life Insurance Benefits, , ,... . . ,  . . . . . . . ........... ,..., ,.......,.. .......... .

. . . . . . . . . . ,  . . . . . . . . . . . n

n - - n - m . .. . . .

Performance Shares

RSUs

Severance Benefits

Present Value of Medical, Dental, and

Outplacement Services

Excise Tax Gross~Up

-ioTAL§-

O

0

0- . _ . 0

.......,

0
Ill

743.489rIJ

669, 162:11-

.__._ * ..._.... 1,151,527

, 42,532 .

10,000

0

2,616,710

The performance shares and RSUs are accelerated upon a change of control only if the Board does not exercise its override authority.
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EXECUTIVE COMPENSATION

Pay Ratio

As required by Item 402(u) of Regulation S-K, we are providing the annual disclosure of the ratio

of the median employee's annual total compensation to the prorated total annual compensation of

Mr. Brandt, our former CEO and Mr. Guldner, our current CEO. For 2019 the median of the annual
total compensation of all employees of our Company (other than our CEO) was $132,212 and the

prorated total annual compensation of our former CEO and current CEO, as reported in the Summary

Compensation Table in this Proxy Statement, was $11,882,550 Based on this information and using the
required calculation methodology defined in Item 402(u) of Regulation S-K, for 2019, the ratio of the
annual total compensation of our CEO to our median employee's annual total compensation was 90 to 1.

As permitted by Item 402(u) of Regulation S-K, for fiscal year 2019 we used the same median employee
for the pay ratio as was used for the pay ratio in the Proxy Statement for fiscal year 2017. We determined

that during 2019, as compared to 2018, there were no material changes in our employee population
or our employee compensation arrangements that we believe would significantly impact our pay ratio

disclosure. To identify the median employee compensation from our employee population, as well

as to determine the annual total compensation of our median employee and our CEO, we took the

following steps:

•

•

.

.

.

We determined that, as of December 31, 2017, our employee population consisted of approximately

6,303 individuals, all of which were located in the United States. This population consisted of our full-
time, part-time, temporary and seasonal employees.

To identify the median employee from our employee population, we compared the total amount of

salary, wages, overtime and premium pay, and an estimated cash incentive assuming a target payout

under the APS Incentive Plans of our employees as reflected in our payroll records on December 31,
2017.

We identified our median employee using this compensation measure, which was consistently

applied to all our employees included in the calculation. Since all our employees are located in
the United States, as is our CEO, we did not make any cost-of-living adjustments in identifying the

median employee.

Once we identified our median employee, we combined all of the elements of such employee's

compensation for 2019 in accordance with the requirements of Item 402(c)(2)(x) of Regulation S-K,
resulting in annual total compensation of $132,212. The difference between such employee's salary,
wages, overtime and premium pay, and an estimated cash incentive assuming a target payout under

the APS Incentive Plan and the employee's annual total compensation includes the amount the
Company contributed under the 401(k) plan for the employee, the actual amount paid under the APS
Incentive Plans and the estimated aggregate change in the actuarial present value from December 31,
2018 to December 31, 2019 of the employee's accumulated benefits payable under all defined
pension plans.

With respect to the annual total compensation of our CEO, we used the amount reported in the "Total"

column of our 2019 Summary Compensation Table included in this Proxy Statement for both our former
CEO, Mr. Brandt and our current CEO, Mr. Guldner and prorated the total compensation for each by the

period of time they each held the postion of CEO during 2019.
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AUDIT MATTERS

PROPOSAL 3

@
The Board of Directors unanimously recommends a

vote FOR ratification of the appointment of Deloitte &

Touche LLP as the c ompany's independent accountant

for the year ending December 31, 2020

Ratification of The

Appointment of Deloitte

x. Touche LLP as the

Independent Accountant

for the Company

The Audit Committee has appointed Deloitte & Touche LLP ("D&T") as the Company's independent
accountant for the year ending December 31, 2020 and, as a matter of good corporate governance,

has directed management to submit such appointment for ratification by the shareholders at the
Annual Meeting. In the event the shareholders fail to ratify the appointment, the Audit Committee may
reconsider this appointment. Even if the appointment is ratified, the Audit Committee, in its discretion,

may direct the appointment of a different independent accounting firm at any time during the year if
the Audit Committee determines that such a change would be in the Company's and the shareholders'
best interests.

The Independent Accountant

The Audit Committee evaluates the selection of the independent accountant each year, and has

appointed D&T, independent accountant, to examine the Company's financial statements for the year

ending December 31, 2020, and, pursuant to Proposal 3, has requested shareholder ratification of
this appointment. The Audit Committee has discussed the qualifications and performance of D&T and

believes that the continued retention of D&T to serve as the Company's independent accountant is in the
best interest of the Company and its shareholders.

In making the determination to retain D&T for 2020, the Audit Committee considered, among

other things;

.

.

.

D&T's technical expertise, particularly with respect to the complex area of utility regulatory accounting;

Management's and D&T's review of D&T's historical and recent performance;

The quality and candor of D&T's communications with the Audit Committee and management;
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I

.

.

D&T's independence and tenure as our auditor, including the benefits and independence risks of
having a long-tenured auditor, and controls and processes that help ensure D&T's independence (see
the additional information below);

How effectively D&T demonstrated its independent judgment, objectivity, and professional skepticism;
and

The fees paid to D&T, which are reviewed and approved by the Audit Committee and then monitored
by the Audit Committee throughout the year.

D&T served as the Company's independent accountant for the year ended December 31, 2019.
Representatives of that firm are expected to participate in the Annual Meeting. These representatives
will have an opportunity to make a statement if they so desire and will be available to respond to
appropriate questions.

Benefits of a Long-Tenured Independent Accountant

D&T has served as the independent accountant for Pinnacle West since its inception in 1985, and APS
since 1932. The Committee carefully considered the tenure of D&T as our independent accountant
in making its decision to select D&T as the independent accountant for 2020, including the following
benefits that come with long tenure;

.

.

Through more than 80 years of experience with the Company and APS, D&T has gained institutional
knowledge of and deep expertise regarding our business operations, including the complexities of
a business that is highly regulated at both the state and federal level, our accounting policies and

practices and our internal controls over financial reporting; and

Bringing on a new auditor requires a significant time commitment that could result in additional costs
to the Company as well as distract management's focus on financial reporting and internal controls.

Accountant's Independence Controls

In further making its selection of D&T as the independent accountant for 2020, the Committee took into
account the following controls over D&T:

•

.

•

•

The Audit Committee's oversight of D&T, which included meeting with D&T at every regular in-person
meeting in 2019, private meetings from time to time as requested by the Audit Committee members,
and a committee-directed process for selecting the lead partner;

Pre-approval policies of all services performed by D&T for the Company, and allowing the engagement
of D&T only when the Audit Committee or its Chair believes D&T is best suited for the job;

D&T conducts periodic internal quality reviews of its audit work and rotates lead partners every five
years; and

As an independent public accounting firm, D&T is subject to PCAOB inspections, independent peer
reviews, and PCAOB and SEC oversight.
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Pre-Approval Policies

As part of its oversight responsibility with respect to the independent accountant and in order to assure

that the services provided by the independent accountant do not impair the independent accountant's
independence, the Audit Committee has established pre-approval policies with respect to work

performed by D&T for the Company. Under that policy, the Audit Committee pre-approves each audit

service and non-audit service to be provided by D&T. The Audit Committee has delegated to the Chair of

the Audit Committee the authority to pre-approve audit and non-audit services to be performed by D&T
if the services are not expected to cost more than $50,000. Each audit and non-audit sen/ice presented

to the Chair for pre-approval must be described in sufficient detail so that the Chair knows precisely

what services the Chair is being asked to pre-approve so that he can make a well-reasoned assessment

of the impact of the service on the independent accountant's independence. The Chair must report
any pre-approval decisions to the Audit Committee at its next scheduled meeting. All of the services
performed by D&T in 2019 for the Company were pre-approved by the Audit Committee consistent with

the pre-approval policy.

Audit Fees

The following fees were paid to D&T for the last two fiscal years:

Types of Service
201 a

(S)

2019

($)

Fees'!l . nun. -........ .  u . . . . ...... ... . . . . .AuditReIated i5ees'2' . . , . .  " " . . . . . _  . . -..,...... . . . . . , . . . . . . . . . . . . . . .........

Tax Fees ............. - . ._, . . . . . . . . . . . . . . . . . . . . . . . . . . ...._. . . . . . . . . . . . . . . . . . . ....._. . . . . . . . . .

All Other Fees

2,894,318 2,861,956

374,903 403,173

o o

(2)

m The aggregate fees billed for services rendered for the audit of annual financial statements arid for review of financial statements included

in Reports on Form 10Q.

The aggregate fees billed for assurance and related services that are reasonably related to the performance of the audit or review of the
financial statements and are not included in Audit Fees reported above, which primarily consist of fees for employee benefit plan audits

performed in 2018 and 2019.

Report of the Audit Committee

The Audit Committee is comprised solely of independent directors. Each member meets the NYSE

financial literacy requirements, and Messrs. Fox and Nordstrom are "audit committee financial experts"
under the SEC rules.

In accordance with its written charter adopted by the Board, the primary function of the Audit
Committee is to assist Board oversight Of: (a) the integrity of the Company's financial statements; (b) the

independent accountant's qualifications and independence; (c) the performance of the Company's
internal audit function and independent accountant; and (d) compliance by the Company with legal and
regulatory requirements.
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The Audit Committee reports as follows :

l. The Audit Committee has discussed and reviewed the audited financial statements of the Company
as of and for the fiscal year ended December 31, 2019, with the Company's management and
the independent accountant, D&T. The Audit Committee is directly responsible for the oversight of

the Company's independent accountant. Management is responsible for the Company's financial
reporting process, including the Company's system of internal controls and for the preparation of

financial statements in accordance with accounting principles generally accepted in the United States
of America. The independent accountant is responsible for auditing and rendering an opinion on
those financial statements, as well as auditing certain aspects of the Company's internal controls. The

Audit Committee's responsibility is to monitor these processes.

2. The Audit Committee has discussed with D&T the matters required to be discussed by the Statement
on Auditing Standards No.l301, Communications with Audit Committees, as amended, and as
adopted by the PCAOB.

3. The Audit Committee has obtained from D&T and reviewed the written disclosures and the letter
required by applicable requirements of the PCAOB regarding the independent accountant's
communications with the Audit Committee concerning independence. The Committee discussed with
D&T any relationships that may impact D&T's objectivity and independence and satisfied itself as to
the accountant's independence.

4. Based on the foregoing, the Audit Committee has recommended to the Board that the Company's

audited financial statements be included in the Company's Annual Report on Form 10-K for the fiscal
year ended December 31, 2019, for filing with the SEC.

AUDIT COMMITTEE CHAIR

Bruce 1. Nordstrom

AUDIT COMMITTEE MEMBERS

Denis A. Cortese, M.D.

Richard P. Fox

Dale E. Klein, Ph.D.

Humberto s. Lopez

David P. Wagerer

Ms. Bryan joined the Audit Committee after this report was approved by the Audit Committee.
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STOCK MATTERS

l~

ownership of Pinnacle West Stock

The following table shows the amount of Pinnacle West common stock owned by the Company's

directors, the NEOs, our directors and executive officers as a group, and those persons who beneficially

own more than 5% of the Company's common stock. Unless otherwise indicated, each shareholder

listed below has sole voting and investment power with respect to the shares beneficially owned .

The address of each of the listed shareholders not other/vise set forth below is P.O. Box 53999, Mail
Station 8602, Phoenix, Arizona 85072-3999. Unless otherwise indicated, all information is as of

March 12, 2020, the Record Date for the Annual Meeting.

Name

Number of Shares
Beneficially 0 urned"'

(#)

Percent of
Class

(%)

. . . .. . . . . n... . u . u. "..
*521. . n .. . . .. . . . un
*

Directors:

Glynis A. Bryan

Donald E. Brandt'*' . . . .... . . . . n .. . . . . . .. - - - n
*Denis A. Cortese, M.D. .. ,.. . u . .. u. ... . . . . . . . . . . .. . i -"n . .
*Richard P. Fox

, . .. . . .u .. . . . ... . .¢, . n
*Michael L. Gallagher .. . . . . . ...... ..... .. ... . . . . - .n . . , - .g . u.. u . ...
*

. n.... . . .... n ..- . . . .. n .. h . . . u
*

n .... . ... . n.. .. . .. . . M h , .. , . .... . . . .
*

Jeffrey B. Guldner

Dale E. Klein, Ph.D.

Humberto S. Lopez, .... . . . . .. . . . .. .... . . . . . ..
*

29,965

121656

8,416

17,527

26,121

18,131

52,040

31,113. ... .... .. . . . . . . . . . . . . . . . . .. ..... . ..,... .
*

Kathryn L Munro

Bruce J. Nordstrom
......,.. ..... .... ... ........... . . . n..... . , , . . .,,, .. ... . . . . ,,... , . . .

*
29,511

5,376. . . . ......,. .. H .. . . . .. ,.. . .
*

Paula I. Sims

James E. Trevathan Jr. * . .. . .. ... ...............
*David P. Wagerer

2,178

12,793. . . .. . . . .... . . . u.n
Other NEOs: -. -nu .nnun. - » -- " un- u

*James R. Hatfield 30,064. . . , . . u. . . - . .. nn
*Robert S Bement . . . .. .u . . . - . .
*Daniel T. Froelscher

18,666

16,266n» . . . nnun . . . . . n . . . .. ,.,
*Robert E. Smith

l ... . .. . . ."

354 ,.251.. , , . . .,..
All Directors and Executive Officers as a Group (22 Persons):

5% Beneficial 0wners:'°'
.

11.9%13,384,199

5.8%6,544,780

BIackRock, Inc. and certain related entities"'

55 East 52"°' Street

New York, NY 10055

State Street Corporation and certain related entities'5'

One Lincoln Street

Boston, MA 02111

12.3%13,805,893The Vanguard Group lnc.'6'

100 Vanguard Boulevard

Malvern, PA 19355_
* Represents less than 1% of the outstanding common stock.
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iN Includes: vested Supplemental RSUs (as defined on page 87 of this Proxy Statement) for the NEOs; vested RSUs and SUs payable in stock

for the directors; and associated dividends payable in stock; as fOllOWS: Mr. Brandt - 29,965; Mr. Hatfield - 8,3985 Mr. Bement - 8,398;

Mr. Froetscher - 5,024; Mr. Guldner -- 5,024; Mr. Fox - 3,066; Mr. Gallagher -9,740; Dr. Klein .-. 18,031; Ms. Munro - 14,531;

Ms. Sims - 2,960; and Mr. Trevathan - 1,301. The following shares are held jointly; Mr. Froetscher -4,403; Dr. Klein - 100;

Mr. Nordstrom - 28,011: Mr. Smith - 1,284; and Mr. Trevathan - 877. The following shares are held in joint trusts: Dr. Cortese - 14,656;

Mr. Gallagher - 7,787; Mn Hatfield -21,638; Mr. Lopez- 52,o4o, Ms. Munro - 16,582; and Mr. Wagerer- 12,793.

cz)

ca)

(4)

(5)

(s )

Mr. Brandt retired on November 15, 2019.

The Company makes no representations as to the accuracy or completeness of the information in the filings reported in footnotes 46.

BlackRock, Inc. Schedule l3G/A filing, dated February 3, 2020, relating to a parent holding company and certain affiliates, reports

beneficial ownership as of December 31, 2019 of 13,384,199 shares, with sole voting power as to 11,992,401 shares and sole dispositive

power as to 13,384,199 shares. The Company maintains normal commercial relationships with BlackRock, Inc. and its subsidiaries. The

Company does not consider these relationships to be material.

State Street Corporation Schedule 13G filing, filed February 13, 2020, relating to a parent holding company and certain affiliates, reports

beneficial ownership as or December 31, 2019 of 6,544,780 shares, with shared voting power as to 5,621,765 and shared dispositive

power as to 6,522,593 shares. The Company maintains normal commercial relationships with State Street Corporation and its subsidiaries.

The Company does not consider these relationships to be material.

The Vanguard Group, Inc. Schedule13G/A, dated February 10, 2020, reports beneficial ownership as of December 31, 2019 of

13,805,893 shares with shared voting power as to 84,372 shares, sole voting power as to 193,704 shares, shared dispositive power
as to 239,702 shares, and sole dispositive power as to 13,566,191 shares; Vanguard Fiduciary Trust Company as beneficial owner of

126,727 shares; and Vanguard Investments Australia, Ltd., as beneficial owner of 177,447 shares.
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SHAREHULDER PROPOSAL

PROPOSAL 4

® The Board of Directors recommends a vote AGAINST

this proposalShareholder Proposal

Seeking to Reduce

Ownership Threshold to

Call Special Shareholder

Meetings
. ~ . .-wm". .....~........

Mr. John Chevedden, 2215 Nelson Avenue, No. 205, Redondo Beach, California 90278, a beneficial

owner of 50 shares of common stock of the Company, the proponent of a shareholder proposal, has

stated that he intends to present a proposal at the Annual Meeting. The proposal and supporting
statement, for which the Board of Directors accepts no responsibility, is set forth below. The Board of

Directors opposes the shareholder proposal for the reasons set forth following the shareholder proposal.

Proposal 4 - Special Shareholder Meetings

Resolved, Shareowners ask our board to take the steps necessary to amend our bylaws and each

appropriate governing document to give the owners of a total of 10% of our outstanding common stock

the power to call a special shareowner meeting (or the closest percentage to 10% according to state

law). This proposal does not impact our board's current power to call a special meeting. Pinnacle West
shareholders permanently lack the power to act by written consent.

Adoption of this proposal topic could include a provision that a 20% stock ownership threshold would apply
if a single shareholder calling for a special meeting owned 10% or more of Pinnacle West Capital stock.

Special shareholder meetings allow shareholders to vote on important matters, such as electing new

directors that can arise between annual meetings. This proposal topic, sponsored by William Steiner, won
78% support at a Sprint annual meeting. This proposal won 46%-support at the 2019 Pinnacle West

Capital annual meeting without the above 20% stock ownership threshold carve out. The 2019 proposal

also received majority support from the shareholders who had access to independent proxy voting advice.

The current stock ownership threshold of 25% can mean that more than 50% of shareholders must

be contacted during the prescribed short window of time to simply call a special meeting. Plus many

shareholders, who are convinced that a special meeting should be called, can make a small paperwork error

that will disqualify them from counting toward the ownership threshold that is needed for a special meeting.
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Plus we will never have a right to act by written consent since our company is incorporated in Arizona

which is lax in not giving shareholders any right to act by written consent.

Any claim that a shareholder right to call a special meeting can be costly - may be moot. When
shareholders have a good reason to call a special meeting - our board should be able to take positive

responding action to make a special meeting unnecessary.

Shareholder proposals such as this have taken a leadership role to improve the corporate governance

rules of our company. For instance a shareholder proposal by Emil Rossi resulted in our company

adopting one-year terms for our directors to replace the previous lax 3-year terms.

And there is more work for shareholders to do since we have 3 directors who each have more than

20-years long-tenure. Long-tenure is the opposite of director independence. These directors also had a

bloated influence on an important board committee - holding all the seats on the corporate governance
committee. Perhaps shareholders are becoming impatient with these super long-tenured directors

because Kathryn Munro, our Lead Director with 20-years long-tenure, was rejected by more shares than
any other Pinnacle West director in 2019.

Please vote yes:

Special Shareholder Meetings .- Proposal 4

Board of Directors Response

The Board of Directors has carefully reviewed the proposal and recommends that the shareholders vote

AGAINST it.

our Shareholders Already have the Right to Call Special

Shareholder Meetings

In 2019 we received a substantially similar proposal from this proponent requesting that we reduce the
threshold to call a special meeting to 10% from 25%. At the 2019 Annual Meeting, shareholders voted
in favor of management, rejecting the proposal by a margin of 7.2%. As part of our annual shareholder

engagement program, we discussed the topic with shareholders to get a better understanding of their
preferences with regards to the threshold to calling a special meeting. As a result of these discussions,

we found that there was no consensus from our shareholders as to what they believed the proper

threshold should be, though a majority of them did not believe 10% was the proper threshold, as
reflected in the 2019 vote results. However, during our conversations with shareholders, some

shareholders did express a preference of a threshold less than 25%. As a result of this engagement with
our shareholders, our Board voted to address these preferences.

In February 2020, after thoughtful deliberation, the Board of Directors voted to amend the Company's

Bylaws to reduce the threshold required to call a special meeting. Shareholders holding 15% or more
of the Company's outstanding shares of common stock have the right to call special meetings, provided

certain conditions and requirements are met, including a one-year holding period. The Board strongly
believes that the current 15% threshold is a reasonable and meaningful threshold affording shareholders
a significant right and is part of an entire suite of rights that the Company provides to its shareholders.
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We Have Established Multiple Governance Mechanisms

to Ensure Accountability of the Board and Management

to Shareholders

In addition to the existing right of shareholders to call a special meeting by shareholders holding
15% of the Company's outstanding stock, the Board has in place robust corporate governance policies

that provide shareholders with a meaningful voice to communicate their priorities to the Board and

management. While the Proponent dismisses or ignores these rights, they are meaningful opportunities
for shareholders to voice their concerns. These rights include

'Annual director elections with a director resignation policy;

°AnnuaI votes on the advisory "say-on-pay" vote on executive compensation;

• Proxy access, which is described on page 19;
• Cumulative voting for the election of directors; and

• No supermajority voting provisions.

In addition, Pinnacle West regularly engages with shareholders to solicit and discuss their views on

governance, executive compensation, and other matters, and feedback received from shareholders as

part of our engagement program is provided to the Board. Our shareholder engagement program is

described on pages 35-36.

Moreover, a 15% threshold is also the same as, or lower than, the special meeting rights at 87% of 468

S&P 500 companies surveyed by FactSet. Reducing the threshold to 10% could cause Pinnacle West
to spend time and resources on a special meeting even if holders of up to 90% of our shares do not want

a special meeting. If the proposal were adopted, a relatively small minority of shareholders - potentially

with narrow, short-term interests -. could call an unlimited number of special meetings, without regard

to how the direct costs and other burdens might impact the Company's future success or the interests
of the vast majority of shareholders. Holding a special meeting at the request of such a small minority

of shareholders has the potential to injure the Company as they demand significant attention from the
Board of Directors and senior management and they disrupt normal business operations. As a result, we
believe special meetings should be limited to when there are urgent and important strategic matters or
profound fiduciary concerns.

Our strong corporate governance policies and practices, including the ability of a reasonable minority of

shareholders to call special meetings, already provide our shareholders with a significant ability to raise

important matters with the Board and senior management. Accordingly, we believe that this shareholder
proposal is not in the best interests of Pinnacle West and its shareholders, and for the reasons described

above, the Board recommends that shareholders vote AGAINST this shareholder proposal.

2020 Proxy Statement 109



_

GENERAL INFORMATIONI

Time, Date and Place

The Company's 2020 Annual Meeting of Shareholders ("Annual Meeting") will be held at 10:30 a.m.,
Mountain Standard Time, on Wednesday, May 20, 2020. The Annual Meeting will not be held at a physical
location, but will instead be held virtually, where shareholders will participate by accessing a website using the
Internet. The Annual Meeting will be accessed at wlAAn.virtualshareholdermeeting.com/PNW. To participate
in the Annual Meeting, you will need the 16-digit control number included on the proxy card, the Internet
Notice or the voting instruction form. Online check-in will begin at 10:15 a.m. Mountain Standard Time, and
you should allow ample time for the online check-in proceedings. We will have technicians standing by ready
to assist you with any technical difficulties you may have accessing the virtual meeting. If you encounter any
difficulties accessing the virtual meeting during the check-in or meeting time, please call; 855-449-0991. An
audio broadcast of the Annual Meeting will be available by telephone toll-free at 877-328-2502 (domestic)
or 412-317-5419 (international). Upon dialing in, you will need to provide your 16-digit control number.
Depending on concerns about the Coronavirus or COVID-19, we may need to postpone the meeting. The
Company would publicly announce a determination to postpone the meeting in a press release available at
lAnwv.pinnaclewest.com as soon as practicable before the meeting.

We continue to believe that the virtual-only format is in the best interests of our shareholders, given the
time and expense of an in-person meeting compared to the shareholder participation at those meetings.
The number of non-employee shareholders actually attending our Annual Meetings of Shareholders
had significantly dwindled before we converted to the virtual only format. For the past five in-person
meetings, only about 30 shareholders attended each of the meetings. The meetings, on average, lasted
less than 45 minutes, including the formal business portion of the meeting, the remarks by the CEO, a
video highlighting the Company's performance, and the question and answer period. A virtual meeting
allows all of our shareholders, regardless of location, the ability to participate in the Annual Meeting.

Our virtual meeting will be governed by our Rules of Conduct, which we use for both in-person and
virtual meetings. Shareholders at the virtual-only meeting will have the same rights as at an in-person
meeting, including the rights to vote and ask questions through the virtual meeting platform. In the event
we are not able to answer all the questions that are asked during the meeting, a list of all questions
asked that comply with the Rules of Conduct that were not responded to during the meeting, and our
response, will be posted on our website shortly after the meeting. Given the concerns about Coronavirus,
or COVID-l9, we may alter the agenda of the 2020 Annual Meeting to accommodate the safety of our
employees who work to make the Annual Meeting possible.

Notice of Internet Availability
Unless you elected to receive printed copies of the proxy materials in prior years, you will receive a
Notice of Internet Availability of Proxy Materials by mail, or if you so elected, by electronic mail (the
"Internet Notice"). The Internet Notice will tell you how to access and review the proxy materials. If you
received an Internet Notice by mail and would like to receive a printed copy of the proxy materials, you

should follow the instructions included on the Internet Notice.
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The Internet Notice is first being sent to shareholders on or about April 6, 2020. The Proxy Statement

and the form of proxy relating to the Annual Meeting are first being made available to shareholders on or

about April 6, 2020.

Record Date; Shareholders Entitled toVote

All shareholders at the close of business on March 12, 2020 (the "Record Date") are entitled to vote at

the meeting. Each holder of outstanding Company common stock is entitled to one vote per share held

as of the Record Date on all matters on which shareholders are entitled to vote, except for the election of
directors, in which case "cumulative" voting applies (see "Vote Required - Election of directors"). At the

close of business on the Record Date, there were 112,488,837 shares of common stock outstanding.

Voting

VOTE PRI0R TO THE ANNUAL MEETING BY INTERNET. The website address for internet voting is on the proxy

card, the Internet Notice and the voting instruction form. Internet voting is available 24 hours a day.

VOTE PRI0R TO THE ANNUAL MEETING BY TELEPHONE. The tollfree number for telephone voting is on the proxy

card, the Internet Notice and the voting instruction form. Telephone voting is available 24 hours a day.

_Q
._

[. VOTE PRIOR TO THE ANNUALMEETING BY SCANNING THE GR CODE. The QR code is on the proxy card, the

Internet Notice and the voting instruction form, and is available 24 hours a day.
1'8».nI'.r.

.IQ
g:3 .

48

VOTE PRIOR TO THE ANNUAL MEETING BY MAIL. You may vote by mail by promptly marking, signing, dating,

and mailing your proxy card or voting instruction form (a postage-paid envelope is provided for mailing in the

United States).

VOTEDURING THE ANNUAL MEETING OVER THE INTERNET. To participate in the Annual Meeting, you will need

the 16-digit control number included on the proxy card, the Internet Notice or the voting instruction form.

Shares held in your name or shares for which you are the beneficial owner but not the shareholder of record

may be voted electronically during the formal business portion of the Annual Meeting. Shares held in the

Pinnacle West 40l(k) Plan cannot be voted during the Annual Meeting. If you hold shares in the Pinnacle West

401(k) Plan, you will need to submit your vote to the plan trustee no later than midnight on May 17, 2020 to

vote your shares.

You may change your vote by: re-voting by telephone; re-voting by Internet; or re-voting during the

formal business portion of the Annual Meeting. For shares held in your name, you may change your vote

by re-submitting a signed proxy card. In addition, for shares held in your name, you may also revoke a

previously submitted proxy card by filing with our Corporate Secretary a written notice of revocation. For

shares for which you are the beneficial owner but not the shareholder of record, you may change your
vote by re-submitting a signed voting instruction form to your broker. In addition, for shares for which

you are the beneficial owner but not the shareholder of record, you should contact your broker if you

would like to revoke your vote.

Your vote is confidential. Only the following persons have access to your vote: election inspectors;

individuals who help with the processing and counting of votes; and persons who need access for

legal reasons. All votes will be counted by an independent inspector of elections appointed for the

Annual Meeting.
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GENERAL INFORMATION

Quorum

The presence, in person or by proxy, of a majority of the outstanding shares of our common stock is

necessary to constitute a quorum at the Annual Meeting. In counting the votes to determine whether a
quorum exists, shares that are entitled to vote but are not voted at the direction of the beneficial owner

(called abstentions) and votes withheld by brokers in the absence of instructions from beneficial owners
(called broker non-votes) will be counted for purposes of determining whether there is a quorum. Shares
owned by the Company are not considered outstanding or present at the meeting.

Vote Required

Election of Directors

Individuals receiving the highest number of votes will be elected. The number of votes that a shareholder
may, but is not required to, cast is calculated by multiplying the number of shares of common stock
owned by the shareholder, as of the Record Date, by the number of directors to be elected. Any
shareholder may cumulate his or her votes by casting them for any one nominee or by distributing them
among two or more nominees. Abstentions will not be counted toward a nominee's total and will have

no effect on the election of directors. You may not cumulate your votes against a nominee. If you hold

shares in your own name and would like to exercise your cumulative voting rights, you must do so by
mail. If you hold shares beneficially through a broker, trustee or other nominee and wish to cumulate
votes, you should follow the instructions on the voting instruction form.

Say-on-Pay Vote

The votes cast "for" must exceed the votes cast "against" to approve the advisory resolution on the

compensation disclosed in this Proxy Statement of our NEOs identified on page 49 - the say-on-pay
vote. This resolution is not intended to address any specific item of compensation, but rather the overall

compensation of the NEOs and the compensation philosophy, policies and procedures described in

this Proxy Statement. Because your vote is advisory, it will not be binding on the Board or the Company.
The Board will review the voting results and take them into consideration when making future decisions
regarding executive compensation. Abstentions and broker non-votes will have no effect on the outcome

of this proposal. We will hold an advisory vote on say-on-pay on an annual basis until we next hold an

advisory vote of shareholders on the frequency of such votes as required by law.

Ratification of the Appointment of the Independent Accountant and

Approval of the Shareholder Proposal

The votes cast "for" must exceed the votes cast "against" to ratify the appointment of the independent
accountant for the year ending December 31, 2020 and for the approval of the shareholder proposal.
Abstentions and broker non-votes will have no effect on the outcome of either item. Because your vote

is advisory, it will not be binding on the Board or the Company. However, the Board will review the voting

results and take into consideration our shareholders' views.
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GENERAL INFORMATION

Board Recommendations

The Board recommends a vote:

@ FUR the election of the nominated slate of directors (Proposal 1);

@ FUR the approval, on an advisory basis, of the resolution approving the compensation of our NEOs,

as disclosed in this Proxy Statement (Proposal 2);

@ FOR the ratification of the appointment of D&T as the Company's independent accountant for the

year ending December 31, 2020 (Proposal 3); and

® AGAINST the shareholder proposal (Proposal 4).

The Board is not aware of any other matters that will be brought before the shareholders for a vote. If

any other matters properly come before the meeting, the proxy holders will vote on those matters in

accordance with the recommendations of the Board or, if no recommendations are given, in accordance

with their own judgment. The shareholder proposal will be voted on only if properly presented at
the meeting.

Delivery of Annual Reports and Proxy Statements to a

Shared Address and Obtaining a Copy

If you and one or more shareholders share the same address, it is possible that only one Internet
Notice, Annual Report or Proxy Statement was delivered to your address. Registered shareholders at the

same address who wish to receive separate copies of the fnternet Notice, the Annual Report or Proxy

Statement may:

•
.

•

Call the Company's Shareholder Services Department at 1-602-250-5511;

Mail a request to Shareholder Services at P.O. Box 53999, Mail Station 8602, Phoenix, Arizona,

85072-3999; or

E-mail a request to: shareholderdept@pinnaclewest.com.

The Company will promptly deliver to you the information requested. Registered shareholders who

share the same address but wish to receive one Internet Notice, Annual Report or Proxy Statement may

contact the Company through the same methods listed above. Shareholders who own Company stock

through a broker and who wish to receive single or separate copies of the Internet Notice, Annual Report

or Proxy Statement should contact their broker.

You may access our Annual Report and Proxy Statement via the Internet. Copies of the Annual Report

and Proxy Statement are available on the Company's website (www.pinnaclewest.com) and will be

provided to any shareholder promptly upon request. Shareholders may request copies from Shareholder

Services at the telephone number or addresses set forth above, or as described on the internet Notice.
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GENERAL INFORMATION

Shareholder Proposals for the 2021 Annual Meeting

To be included in the proxy materials for the 2021 Annual Meeting of Shareholders (the "202l Annual
Meeting"), any shareholder proposal intended to be presented must be received by our Corporate
Secretary no later than December 7, 2020 at the following address;

Corporate Secretary
Pinnacle West Capital Corporation

400 North Fifth Street, Mail Station 8602
Phoenix, Arizona 85004

A shareholder who intends to present a proposal at the 2021 Annual Meeting, but does not wish it to be
included in the 2021 proxy materials, must submit the proposal no earlier than January 20, 2021 and
no later than the close of business on February 19, 2021.

Proxy Solicitation

The Board is soliciting the enclosed proxy. The Company may solicit shareholders over the Internet,
by telephone or by mail. The Company has retained D.F. King & Co., Inc. to assist in the distribution
of proxy solicitation materials and the solicitation of proxies for $11,000, plus customary expenses,
and fees for additional services requested which are expected to not exceed $65,000. The costs of
the solicitation will be paid by the Company. Proxies may also be solicited in person, by telephone or
electronically by Company personnel who will not receive additional compensation for such solicitation.
As required, the Company will reimburse brokerage houses and others for their out-of-pocket expenses
in forwarding documents to beneficial owners of our stock.
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OTHER MATTERS

Related Party Transactions

The Corporate Governance Committee is responsible for reviewing and approving all transactions

with any related party, which consists of any of our directors, director nominees, executive officers,

shareholders owning more than 5% of the Company's common stock and, with respect to each of
them, their immediate family members and certain entities in which they are an officer or a shareholder,
partner, member or other participant who, directly or indirectly, has a substantial ownership interest in or
otherwise substantially controls or shares control of such entity (a "Related Party"). This obligation is set

forth in writing in our Statement of Policy Regarding Related Party Transactions (the "Policy").

To identify Related Party Transactions, as defined in the Policy, each year the Company requires our

directors and officers to complete director and officer questionnaires identifying any transactions with

the Company in which a Related Party has an interest. We review Related Party Transactions due to
the potential for a conflict of interest. A conflict of interest occurs when an individual's private interest
interferes, or appears to interfere, in any way with our interests. The Code of Ethics requires all directors,

officers, and employees who may have a potential or apparent conflict of interest to notify the Company's

management. In addition, the Policy specifically provides that any Related Party Transaction must be
approved or ratified by the Corporate Governance Committee. A "Related Party Transaction" is any

transaction or a series of similar transactions in which the Company or any of its subsidiaries is or was a

participant, where the amount involved exceeds $120,000 in the aggregate, and in which any Related
Party has a direct or indirect material interest, other than:

.

.

.

.

Transactions in which rates or charges are fixed in conformity with law or governmental authority (such

as APS rates approved by the ACC);

Transactions in which the rates or charges are determined by competitive bid; or

The payment of compensation by the Company to the executive officers, directors, or nominees

for directors.

Based on the Policy, SEC rules, and our review, we had no Related Party Transactions in 2019.

Glynis A. Bryan, a Director since February 2020, is the Chief Financial Officer of Insight Enterprises,

Inc. ("Insight"). Insight is a technology company and a vendor of APS providing information technology

services and computer hardware and software products. For these products and services, APS paid less

than $6,700,000 to Insight in 2019, which is less than 1% of the Company's and Insight's revenues for
2019. Because the amounts paid to Insight were such a small portion of its total revenues, the Corporate

Governance Committee has determined that these payments are not material to Ms. Bryan.
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OTHER MATTERS

Human Resources Committee Interlocks and Insider

Participation

The members of the Human Resources Committee in 2019 were Ms. Munro, Dr. Cortese, and Messrs.
Fox, Lopez and Trevathan. None of the members of the Human Resources Committee is or has been an

officer or employee of the Company or any of its subsidiaries and no executive officer of the Company

served on the compensation committee or board of any company that employed, or had as an officer,
any member of the Human Resources Committee or the Board.
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HELPFUL RESOURCES

1~

Our Company

Pinnacle West Capital Corporation:

APS:

http://www.pinnaclewest.com

http://www.APS.com

Annual Meeting

Annual meeting online:

Proxy materials:

http//www.virtualshareholdermeeting.com/PNW

http://www.proxyvote.com

Board of Directors

Pinnacle West Board: http://www.pinnaclewest.com/aboutus/corporategovernance/board-of-directors/

Board Committees

Audit Committee Charter:

Corporate Governance Committee Charter:

Finance Committee Charter:

Human Resources Committee Charter:

Nuclear and Operating Committee Charter:

http://www.pinnaclewest.com/about-us/corporate-governarrce/committee-

summary/auditcommittee/

http://www.pinnaclewest.com/about-us/corporate-governance/committee-

summary/corporate-govemance-committee

http://www.pinnaclewest.com/about-us/corporate-governarrcelcommittee-

summary/financecommittee

http://www.pirrr\aclewest.com/about-us/corporategovernance/committee-

summary/human-resources-committee/

http://www.pinnaclewest.com/a bout-us/corporate~govemance/committee-

summary/nuclear-and-operating-committee/

Governance Documents

Code of Ethics and Business Practices:

Code of Ethics for Financial Executives:

Corporate Governance Guidelines:

http://www.pinnaclewest.com/a bout-us/corporategovernance/code-of-ethics-ar\d-

business-practices/

http://www.pinnaclewest.com/aboutus/corporate-governance/codeof-ethics-for-

finar\cia|-executives/

http://www.pinnaclewest.com/about-us/corporate-governance/corporate

governance-guidelines/

Other

APS's Clean Energy Commitment:

Corporate Responsibility Report:

Political Participation Policy:

http://www.aps.com/cleanenergy/

http://vwvw.pinnaclewest.com/corporate-responsibility/

http://vvww.pinnaclewest.com/about-us/corporate-govemance/PoliticaI-

Participation-Policy
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HELPFUL RESOURCES

The information contained in these documents and websites are not incorporated by reference.

This Proxy Statement contains forward-looking statements based on current expectations. These
forward-looking statements are often identified by words such as "estimate," "predict," "may," "believe,"
"plan," "expect," "require," "intend," "assume" and similar words. Because actual results may differ
materially from expectations, we caution you not to place undue reliance on these statements. A

number of factors could cause future results to differ materially from historical results, or from outcomes

currently expected or sought by us. A discussion of some of these risks and uncertainties is contained

in our Annual Report on Form 10-K and is available on our website at pinnaclewestcom, which you
should review carefully before placing any reliance on our forward-looking statements or disclosures. We
assume no obligation to update any forward-looking statements, even if our internal estimates change,

except as may be required by applicable law.
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Employee Network Groups
To encourage employees to challenge themselves, develop additional skills and advance within their chosen

fields, the Company supports 10 employee networks that enable employees to connect with one another and

promote career development:

VETRNE.
A

/9.

AIIICAN Alllll¢AN nlvvioll
low Nlvnnu AID mcwnon

t ALLIANCE __nam vnsnn lnnaaeu
IIHYDN
ll\51\191u u w e u  _"w

The African American Network

for Diversity and Inclusions mission

is to create a collaborative and highly

engaged network of AfricanAmerican

employees that promote the interests

of AANDI, its strategic initiatives and

the values of APS.

The Veteran Engagement, Transition

& Retention Networks mission is to

develop opportunities benefiting our

honored Arizona veterans. We strive

to promote their service to our country,

leadership skills, and the achievements

of veterans in the organization.

The Lesbian, Gay, Bisexual &

Transgender Alliances mission is

to build a community at APS to

further support diversity and provide

opportunities for members to achieve

their professional and personal best

through culture, communications,

commerce and careers.

\ \wisE Women in Nuclear*iWnm m mI * l Eni PVYGN PALO VERDE
YOUNG GENERQTIDN
IN nUCLEAR u83

Women in Search of Excellence's

mission is to build a community

at APS to further develop women

as they achieve their personal and

professional excellence.

Palo Verde Women in Nuclears mission

is to promote an environment in which

all employees are able to succeed while

working to encourage public awareness

about nuclear energy.

Palo Verde Young Generation in

Nuclears mission is to unite young

professionals for the purpose of

strengthening its community by focusing

on the success of nuclear technology.

He:%LA
` _ 7
nAuo N E\TG E l`<l

Next Gens mission is to unite

professionals new to the utility industry

by providing professional development

opportunities, enhance recruitment

and retention, and organize community

outreach programs.

The Native American Network

Organizations mission is to attract

and develop Native American talent by

providing professional development

opportunities, assisting in recruiting

and retention, and encouraging

community development.

The Hispanic Organization

for Leadership and Advancement

promotes a culture of inclusiveness and

community stewardship across APS, as

well as develops highperforming leaders

in pursuit of operational excellence and

continuous self-improvement.

NEW IN 2019

l Links
Links connects mid-to-late career employees with opportunities

for development, networking and engagement.Q aps
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Filed Pursuant to Rule 424(b)(2)
Registration No. 333-224366-01

CALCULATION OF REGISTRATION FEE

Amount of
Registration Feeui

Maximum Aggregate
Offering PriceTitle of Each Clay of Securities Offered

2.65% Notes due 2050 $400,000,000 $5 I ,920

(1)
Calculated in accordance with Rule 456(b) and Rule 457(r) of the Securities Act of 1933. This "Calculation of
Registration Fee" table shall be deemed to update the "Calculation of Registration Fee" table in Registration
Statement on Form S-3 (file No. 333-224366-0l), which was filed on April 20, 2018.

TABLE OF CONTENTS

PROSPECTUS SUPPLEMENT (To Prospectus Dated April 20, 2018)

$400,000,000

Dans
Arizona Public Serviee Company

2.65 % Notes due 2050
This is an offering by Arizona Public Service Company of $400,000,000 of its 2.65% Notes due 2050,

referred to in this prospectus supplement as the "notes." Interest on the notes is payable semi-annually in
arrears on March 15 and September 15 of each year, beginning on March 15, 2021. The notes will mature on
September 15, 2050. We may redeem some or all of the notes at any time at the applicable redemption price
described under the caption "Description Of The Notes-Optional Redemption" in this prospectus supplement.
The notes do not have sinking fund provisions. The notes will be issued only in denominations of $2,000 and
integral multiples of 31,000 in excess thereof. The notes are a new issue of securities with no established
trading market. We do not intend to apply to list the notes on any securities exchange or quotation system.

The notes will be our unsecured senior obligations and will rank equally with all of our other unsecured
senior indebtedness from time to time outstanding.

Investing in the notes involves risks. See "Risk Factors" on page §§ of this prospects

supplement and the "Risk Factors" sections of our Annual Re ort on Form 10-K for the ear
ended December 31. 2019and our Quarterly Reports on Form 10-Q for the quarters

ended March 31. 2020 and one 30 2020 which are incorporated by reference into this

prospectus supplement and the accompanying prospectus.

Per Note Total

99.609% $398,436,000Initial public offering price(l)

0.875% s 3,500,000Underwriting discount

98.734% $394,936,000Proceeds, before expenses, to Arizona Public Service Company



(1)
Plus accrued interest, if any, from September l l, 2020 to the date of delivery, if settlement occurs after that
date.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus supplement or the accompanying prospectus is

truthful or complete. Any representation to the contrary is a criminal offense.
The underwriters expect to deliver the notes to purchasers in book-entry form only through the facilities

of The Depository Trust Company against payment in New York, New York on or about September 1 1, 2020.
Joint BookRunning Managers

BofA Securities Mizuho SecuritiesJ.P. Morgan US Bancorp

ScotiabankRBC Capital Markets
CoManagers

C.L. King & AssociatesAcademy Securities
The date of this prospectus supplement is September 8, 2020.
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This prospectus supplement, the accompanying prospectus and any related free writing prospectus required
that we file with the Securities and Exchange Commission (the "SEC") contain and incorporate by reference
information that you should consider when making your investment decision. Neither we nor the underwriters
have authorized anyone to provide you with different irdorniation. We are not, and the underwriters are not,
making an offer of the notes in any jurisdiction where the offer or sale is not permitted. You should not consider
this prospectus supplement and the accompanying prospectus to be an offer to sell, or a solicitation of an offer to

buy, the notes if the person making the offer or solicitation is not qualified to do so or if it is unlawful for you to
receive the offer or solicitation. You should assume that the information contained in this prospectus supplement
and the accompanying prospectus is accurate only as of their respective dates and that the information
incorporated by reference is accurate only as of the date such information is filed with the SEC, regardless of the
time of delivery of any document or of ally sale of the notes. If anyone provides you with different or inconsistent
information, you should not rely on it. Our business, financial condition, results of operations and prospects may
have changed since the date on any document.
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ABOUT THIS PROSPECTUS SUPPLEMENT
This document is in two parts. The first part is this prospectus supplement, which describes the terms of

the offering of the notes and also adds to and updates information contained in the accompanying prospectus



and the documents incorporated by reference into this prospectus supplement and the accompanying
prospectus. The second part is the accompanying prospectus, which gives more general information, some of
which will not apply to the notes. If the description of the offering varies between this prospectus supplement
and the accompanying prospectus (or information incorporated by reference in to this prospectus supplement or
the accompanying prospectus). you should rely on the information in this prospectus supplement. The
accompanying prospectus also includes information about Pinnacle West Capital Corporation and its
securities, which information does not apply to the notes. We are a wholly owned subsidiary of Pinnacle West
Capital Corporation. The notes are solely our obligations and not obligations of Pinnacle West Capital
Corporation. Pinnacle West Capital Corporation is not guaranteeing or providing any credit support for the
notes. You should read both this prospectus supplement and the accompanying prospectus together with the
additional information about us described in the section entitled "Where You Can Find More Information."

This prospectus supplement and the accompanying prospectus are part of a registration statement that we
filed jointly with our parent company, Pinnacle West Capital Corporation. with the SEC using a "shelf"
registration process as a "wellknown seasoned issuer." Under the shelf registration process, we may, from
time to time, issue and sell to the public any of our unsecured debt securities described in the accompanying
prospectus, including the notes, up to an indeterminate amount, of which this offering is a part. In this
prospectus supplement, we provide you with specific information about the terms of the notes and this
offering.

ii
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights information contained elsewhere, or incorporated by reference. in this

prospectus supplement and the accompanying ])IO.S1)6'CTl(S. As a result, if does not contain all of the information

that may be important to you. You should carefully read this prospectus supplement and the accompanying

prospectus and the documents incorporated by reference into this prospectus supplement and the

acconlpan)ing prospectus in their entirety before making an investment decision. We describe the documents

that we incorporate by reference under the caption "Where You Can Find More lrtfOrmatio/1 " in this

prospectus supplement, including in particular the information setjOrth and referred to under "Risk Factors "

in this prospectus supplement. The.lOllowing material is qualified in its entirely b.v reference to the detailed

information and financial statements included or incorporated by reference in this prospectus supplement and

the c1cc0/11pcmvir1g prospectus. Re.le/elzces in this prospectus supplement to "we, " "our" and "us refer to

Arizona Public Service Company and, unless the context requires otherwise, its subsidiaries.

Arizona Public Service Company
We were incorporated in 1920 under the laws of the State of Arizona and are a wholly owned subsidiary

of Pinnacle West Capital Corporation ("Pinnacle West"). We are a vertically integrated electric utility that
provides either retail or wholesale electric service to most of the State of Arizona, with the major exceptions of
about onehalf of the Phoenix metropolitan area, the Tucson metropolitan area and Mohave County in
northwestern Arizona. We currently have approximately 1.3 million customers. Our principal executive offices
are located at 400 North Fifth Street, P.O. Box 53999, Phoenix, Arizona 85072-3999. and our telephone
number is 602-250 1000.
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The Offering
Issuer
Arizona Public Service Company.



Securities Offered
$400,000,000 of 2.65% Notes due 2050.
Maturity
September 15, 2050.
Interest Rate
2.65% per annum.
Interest Payment Dates
March 15 and September 15 of each year, beginning March 15, 2021 (and including the date of maturity).
Record Date for Interest Payments
The record date for interest payments on the notes will be March l for the March 15 interest payment date and
September I for the September 15 interest payment date.
Use Of Proceeds
We intend to allocate an amount equal to the net proceeds from the sale of the notes to pay or reimburse the
payment of, in whole or in part, existing and future "Eligible Green Expenditures" as described under "Use Of
Proceeds".
Optional Redemption
As described under the caption "Description Of The Notes-Optional Redemption," all or a portion of the
notes may be redeemed at our option at any time 01 from time to time on at least 10 days but not more than
60 days` notice before the redemption date. The redemption price for any notes to be redeemed on any
redemption date prior to March 15, 2050 (which is defined as the Par Call Date under "Description Of The
Notes-Optional Redemption" in this prospectus supplement) will be equal to the greater of (a) 100% of the
principal amount of the notes being redeemed on the redemption date and (b) the applicable makewhole price,
plus, in each case, accrued and unpaid interest thereon to the redemption date as described under "Description
Of The Notes--Optional Redemption" in this prospectus supplement. The redemption price for any notes to be
redeemed on or after the Par Call Date will be equal to 100% of the principal amount of the notes being
redeemed on the redemption date, plus accrued arid unpaid interest thereon to the redemption date.
Ranking
The notes will be our unsecured senior obligations, will rank equally in right of payment with all of our other
unsecured senior indebtedness from time to time outstanding and will be effectively subordinated to any
secured indebtedness we may issue or incur in the future. As of June 30, 2020. we had approximately
$5.7 billion aggregate principal amount of unsecured senior indebtedness (including $220 million of short-term
debt) outstanding.
Covenants
The notes will be subject to the limitation on liens covenant described under the caption "Description Of The
Notes--Limitation on Liens" in this prospectus supplement. However, this covenant is subject to a number of
important exceptions and qualifications, including an exception permitting secured debt in an amount that does
not exceed 10% of Tangible Assets (as defined in that description), which, at June 30. 2020, was
approximately $1.9 billion. As of June 30, 2020, we had no outstanding secured debt,
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Form of Notes
The notes will be represented by one or more global securities lo be deposited with the trustee as custodian for
The Depository Trust Company ("DTC") in a minimum denomination of$2,000 and any integral multiple of
$1,000 in excess thereof.
Trustee
The Bank of New York Mellon Trust Company, N.A. See "Description Of The Notes-Regarding the Trustee"
in this prospectus supplement.
Risk Factors
Your investment in the notes involves risks. You should carefully consider the information referred to or as
described under the caption "Risk Factors," the "Risk Factors" sections of our Annual Report 011 Form I0-K



for the year ended December 3 l. 2019 and our Quarterly Reports on Form I0Q for the quarters
ended March 31 2020 and June 30 2020 and the other information contained or incorporated by reference in
this prospectus supplement and the accompanying prospectus, including information under the caption
"ForwardLooking Statements" in this prospectus supplement, before deciding whether to purchase the notes.
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Summary Financial Data

We are providing the following summary financial data to assist you in analyzing an investment in the
notes. We derived the summary financial data presented below for each of the three years in the period ended
December 3 l , 2019 from our annual financial statements, which have been audited by Deloitte & Touche LLP,
an independent registered public accounting firm. The following summary financial data as of June 30, 2020

and for the six months ended June 30, 2020 and 2019 is unaudited, but, in the judgment of our management,
contains all necessary adjustments for a fair presentation of our financial position on that date and the results
of operations for that period. The information below should be read in conjunction with, and is qualified in its
entirety by, "Management's Discussion and Analysis of Financial Condition and Results of Operations" in
our Annual Report on Form I0-K for the fiscal year ended December 3 I . 2019 (the "20l 9 Form l0-K") and in
our Quarterly Reports on Form I0-Q for the fiscal quarters ended March 31 2020 and .lune 30 2020, as well
as in our financial statements, related notes and other financial or statistical information that we include or

incorporate by reference in this prospectus supplement and the accompanying prospectus. See "Where You
Can Find More Information" in this prospectus supplement. These summary financial data do not necessarily
indicate the results to be expected in the future.

Six Months Ended

June 30, Year Ended December 31,

20192020 20172019 2018(All dollar figures in thousands, except footnotes)

$1,591,520 $3,688,342$1,610,03 l $3,557,652$3,471,209Operating Revenues

l Income Atlributablc to Common
Shareholder $ 504,309$ 178,452$ 232,463 $ 565,271 $ 570,265

As of

June 30, 2020 As Adjustcd(l)

$ 5,425,551 $ 5,825,551Long-term Debt(2)

6,054,137 6,054,137Total Equity(3)

$11,879,688$11,479,688Total Capitalization

(1)
As adjusted for the issuance of the notes. See "Use Of Proceeds" in this prospectus supplement.

(2)
Includes unamortized debt discount/premium and debt issuance costs of approximately $50.6 million.

(3)



Includes noncontrolling interests of approximately $120.9 million.
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RISK FACTORS
You should carefully consider the following risk factor. See also the discussions of risk factors contained

in the accompanying prospectus and in Part I. Item lA of the 2019 Form 10-K and Part It, Item lA of our
Quarterly Reports on Form 10-Q for the quarters ended March 31. 2020 and June 30. 2020, which are
incorporated by reference in this prospectus supplement and the accompanying prospectus, to read about
certain risks relating to our business and an investment in the notes.

An investment in the notes involves a significant degree of risk. Before investing in the notes, you should
carefully consider the discussion of those risks and the other information included or incorporated by reference
in this prospectus supplement and the accompanying prospectus, including the risks and uncertainties
described below and the information under the caption "Forward-Looking Statements" in this prospectus
supplement. Although we try to discuss material risks in these risk factors and other information, please be
aware that other risks may prove to be important in the future. New risks may emerge at any time and we
cannot predict those risks or estimate the extent to which they may affect our business, financial condition,
cash flows or operating results.

The notes may riot be a suitable investment for all investors seeking exposure to green assets, and the marker price

of the notesmay be adversely affected by failure to allocate the proeeedsfronz the sale off he notes to Eligible Green

Expenditures.

While we intend lo allocate an amount equal to the net proceeds from the sale of the notes to pay or
reimburse the payment of. in whole or in part, existing and future Eligible Green Expenditures as described
below under "Use Of Proceeds", there can be no assurance by lls or any of the underwriters that the
expenditures funded with those net proceeds will meet every potential investor's expectations regarding
environmental sustainability or performance. In addition, the market price of the notes may be impacted by an y

failure by us to allocate those net proceeds to pay or reimburse the payment of those Eligible Green
Expenditures or to meet or continue to meet the investment requirements of certain environmentally -focused
investors with respect to thenotes.

FORWARD-LOOKING STATEMENTS
The forwardlooking statements disclaimer set forth below supersedes any similarly entitled forward-

looking statements disclaimer contained in the accompanying prospectus.
This prospectus supplement, the accompanying prospectus and the information incorporated by reference

iii this prospectus supplement and the accompanying prospectus may contain forwardlooking statements
within the meaning of the safe harbor of the Private Securities Litigation Reform Act of 1995, and are based on
current expectations. These forward-looking statements are often identified by words such as "estimate,"

"predict," "may," "believe," "plan," "expect," "require," "intend," "assume," "project," "anticipate," "goal,"
"seek," "strategy," "likely," "should," "will," "could," and similar words. Because actual results may differ
materially from expectations, we caution readers not to place undue reliance on these statements. A number of
factors could cause future results to differ materially from historical results, or from outcomes currently
expected or sought by us.

These factors are discussed in the risk factors described in Part I, item lA of the 2019 Form l0K and
Part II, Item IA of our Quarterly Reports on Form I0-Q for the quarters ended March 31. 2020 and June 30,

2020, as well as the "Forward-Looking Statements" sections of the 2019 Form 10K and our Quarterly Reports

on Form 10-Q for the quarters ended March 3 l . 2020 and June 30. 2020, each of which you should review
carefully before placing any reliance on our financial statements or disclosures. We do not assume any
obligation to update any forward-looking statements, even if our internal estimates change, except as may be

required by applicable law.
We claim the protection of the safe harbor for forward-looking statements contained in the Private

Securities Litigation Reform Act of 1995 for any forward-looking statements contained in this prospectus



supplement and the accompanying prospectus, including in the information incorporated by reference in this
prospectus supplement and the accompanying prospectus.
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WHERE YOU CAN FIND MORE INFORMATION
Available Information

We file annual, quarterly and current reports and other information with the SEC under File No. 1-4473.
Our SEC filings are available to the public over the Internet at the SEC's website: http://www.sec.gov. Our
filings with the SEC are also available on Pinnacle West's website at http://www,pinnaclewest.com, The
information on Pinnacle West's website is not part of this prospectus supplement or the accompanying
prospectus.
Incorporation by Reference

We are incorporating by reference the information we file with the SEC, which means that we can
disclose important information to you by referring you to those documents. The information incorporated by
reference is considered to be part of this prospectus supplement and the accompanying prospectus, except for
information superseded by information in this prospectus supplement and the accompanying prospectus. and
later information that we file with the SEC will automatically update and supersede this information. We

incorporate by reference the documents listed below and any future filings we make with the SEC under
Section l3(a), l3(c), 14 or l5(d) of the Securities Exchange Act of 1934, as amended, excluding, in each case,
information deemed furnished and not filed, until all of the notes offered by this prospectus supplement are
sold.

Annual Report on Form l0K for the fiscal year ended December 31. 2019.

Quarterly Reports on Form l0Q for the fiscal quarters ended March 31. 2020 and June 30 2020 and

Current Reports on Form 8-K filed on Januarv 10. 2020, Februarv 25. 2020, April 7.

2020, Mav 8. 2020 and Mav 22. 2020.
These documents contain important information about LIS and our finances.

We will provide to each person, including any beneficial owner, to whom this prospectus supplement and
the accompanying prospectus is delivered, a copy of any or all of the information that has been incorporated by
reference in this prospectus supplement and the accompanying prospectus but not delivered with this
prospectus supplement and the accompanying prospectus. You may request d copy of these filings, at no cost,
by writing, telephoning or contacting Lis through our website at the following address:
Arizona Public Service Company
Office of the Secretary
Station 8602
P.O. Box 53999
Phoenix, Arizona 85072-3999
(602) 250-4400
www.pinnaclewest.com
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USE OF PROCEEDS
We estimate that the net proceeds from the sale of the notes, after deducting the underwriting discount but

before deducting estimated offering expenses, will be approximately $394.9 million. We intend to allocate all



amount equal to the net proceeds from the sale of the notes to pay or reimburse the payment of, in whole or in
part, existing and future "Eligible Green Expenditures" as described below. Eligible Green Expenditures
include those funded during the period from 24 months prior to the issue date of the notes and those funded
any time following the issue date of the notes until the maturity date of the notes.

Eligible Green Expenditures

Eligible Green Expenditures include, but are not limited to, expenditures related to the following in the
categories outlined below:

Renewables and Energy Storage

(21)
investments in projects from development to delivery of energy from renewable energy sources, including
wind and solar.

(b)
the purchase of renewable energy pursuant to long-term power purchase agreements entered into prior to the
commencement, or, in the case of repowering projects, the re-commencement, of commercial operation of the
renewable project, and

(c)
the development and maintenance of various energy storage solutions.

Energy Ejfciency

(a)
investments in transmission and distribution and renewable generation projects that improve system efficiency ,
and

(b)
promotion and enabling of adoption of energy-use management strategies, methods, and technologies.

Climate Change Adaptation

(a)
transmission and distribution and renewable generation investments to strengthen infrastructure to improve
climate resiliency, including system and operational improvements aimed at preparing for and mitigating the

impacts of extreme weather and other climaterelated events on our operations.

Clean Transportation

(a)
investments to develop and improve electric vehicle charging infrastructure,

(b)
promote and hasten the adoption and integration of a full range of electric vehicles, and

(c)
encourage and facilitate the charging of electric vehicles during offpeak hours, as well as peak renewable
hours.

Process for Eligible Green Expenditures Evaluation and Selection

The Eligible Green Expenditures are identified and selected by a process that involves participants from
our various departments, including OlII Sustainability, Resource Management, and Treasury groups, and are
based on the eligibility criteria set forth under "Eligible Green Expenditures" above.
Management of Proceeds

To the extent that the net proceeds from the sale of the notes are allocated to amounts previously invested
in existing Eligible Green Expenditures, such proceeds will replenish the amounts previously invested and be
used for general corporate purposes. To the extent that the net proceeds from the sale of the
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notes are to be allocated to future Eligible Green Expenditures, such proceeds will be deposited into our
general corporate funds and, pending the incurrence of such costs, be managed according to our typical



treasury liquidity practices. We will monitor and account for an amount equal to the net proceeds from the sale
of the notes to ensure the allocation of such amount to the costs of the Eligible Green Expenditures.

Payment of principal of and interest on the notes will be made from our general funds and will not be
directly linked to the performance of any Eligible Green Expenditures.
Reporting

Within one year following the issuance of the notes, we intend to provide an update on our website
regarding the allocation of an amount equal to the net proceeds from the sale of the notes to Eligible Green
Expenditures, detailing the Eligible Green Expenditures made by us, and as necessary thereafter in the event of
material developments. If the net proceeds from the sale of the notes are not fully allocated within one year of
issuance of the notes, we will continue to provide updates at least annually until the net proceeds from the sale
of the notes are fully allocated. Our website will also contain (i) an assertion by management regarding the
amount of net proceeds from the sale of the notes disbursed during the applicable period, (ii) in the case of the
first such report after the net proceeds from the sale of the notes are fully disbursed, an attestation report from
an independent accountant in respect of the independent accountants examination of management's assertion
conducted in accordance with attestation standards established by the American Institute of Certified Public
Accountants, and (iii) where reasonable, anticipated environmental impacts (on all annual basis when relevant).
Potential environmental impact metrics may include, but are not limited to: capacity of renewable energy
generation developed or contracted, renewable energy generated, carbon dioxide emissions avoided, megawatts
and megawatt-hours of energy storage installed or contracted, and number of electric vehicle charging points
added.

Information on our website is not incorporated herein and should not be deemed a part of this prospectus
supplement, the accompanying prospectus or any other report or tiling filed with the SEC.
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DESCRIPTION OF THE NOTES
Thenotes will be issued as a separate series of debt securities under the indenture dated as of ./anuary 15,

I998, between us and The Bunk of New York Mellon Trust Company. N.A.. successor to JPMorgan Chase
Bank. N.A, (formerly known as The Chase Manhattan Bank), as trustee. The following description of specie
terms of the notes supplements the description of the general terms and provisions of the debt .securities in the
accompanying prospectus under the caption "Description OfAPS Unsecured Debt Securities. " Because this is
a sunnnary, it does not contain all the information that may be important to you.

General
The terms of the notes are set forth below:

Title: 2.65% Notes due 2050.

Total principal amount being issued: $400,000,000

Maturity date: September 15, 2050.

Interest rate: 2.65% per annum.

Date interest starts accruing: September l1, 2020.

Interest payment dates: March 15 and September 15 of each year (including the date of maturity). In the event
that any interest payment date is not a business day, then payment of interest will be made on the succeeding
business day without any interest or other payment in respect of such delay.

First interest payment date: March 15. 2021 .



Regular record dates for interest payment dates: March I for the March 15 interest payment date and
September 1 for the September 15 interest payment date.

Computation of interest: On the basis of a 360-day year of twelve 30-day months.

Form of notes: The notes will be represented by one or more global securities in denominations of $2,000 and
any integral multiples of$l,000 in excess thereof. We will deposit each global security with the trustee as
custodian for DTC. See "Description Of APS Unsecured Debt Securities-Global Securities" in the
accompanying prospectus. We may allow exchange of each global security for registered notes and transfer of
each global security to a person other than DTC in additional circumstances that we agree to other than those
described under that caption.

Sinking fund: The notes will not be subject to any sinking fund.

The notes will constitute a separate series of our unsecured senior debt securities under the indenture
relating to the notes. The notes will be our unsecured senior obligations, will rank equally in right of payment
with all of our existing and future unsecured senior indebtedness, will be senior to any future subordinated
indebtedness and will be effectively subordinated to any secured indebtedness we may issue or incur in the
future. As of June 30. 2020, we had no outstanding secured indebtedness. The limitation on liens covenant
described under the caption "-Limitation on Liens" below will limit our ability to create liens on our
operating property to secure indebtedness. However, this covenant is subject to a number of important
exceptions and qualifications. including an exception permitting secured indebtedness in an amount that does
not exceed 10% of Tangible Assets (as defined therein), which, at June 30, 2020. was approximately
$1.9 billion. The prospectus that accompanies this prospectus supplement further describes our debt securities
under the caption "Description Of APS Unsecured Debt Securities."

As of June 30, 2020, we had approximately $5.7 billion aggregate principal amount of unsecured senior
indebtedness (including $220 million of shortterm debt) outstanding, of which approximately $5.3 billion was
outstanding under the indenture relating to the notes.

We must obtain the approval of the ACC before incurring longterm debt. An ACC order dated
November 27. 2018 allows us to have approximately 85.9 billion iii principal amount of longterm debt
outstanding at any one time, subject to the satisfaction of certain conditions, including the satisfaction of a

minimum common equity test and a debt service coverage test.
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Additional Notes

We may from time to time, without notice to, or the consent of, the then existing registered holders of the
notes, create and issue additional notes equal in rank and having the same maturity, payment terms, redemption
features, and other terms as the notes, except for the issue date of the additional notes, the public offering price
of the additional notes, the payment of interest accruing prior to the issue date of the additional notes and
(under some circumstances) the first payment of interest following the issue date of the additional notes, but
we will not issue such additional notes unless the additional notes are fungible with the previously issued notes
for U.S. federal income tax purposes or are issued with a separate CUSIP number. These additional notes may
be consolidated and form a single series with the notes.
Optional Redemption

All or a portion of the notes may be redeemed at our option at any time or from time to time. The
redemption price for any notes to be redeemed on any redemption date prior to the Par Call Date (as defined
below) will be equal to the greater of the following amounts:

100% of the principal amount of the notes being redeemed on the redemption date, or



the sum of the present values of the remaining scheduled payments of principal of and interest on the notes
being redeemed on that redemption date that would be due if such notes matured on the Pai Call Date (not
including any portion of any payments of interest accrued to the redemption date) discounted to the redemption
date on a semiannual basis at the Adjusted Treasury Rate (as defined below), plus 20 basis points, as
determined by a Reference Treasury Dealer (as defined below) appointed by us for such purpose,

plus, in each case. accrued and unpaid interest on the notes being redeemed to the redemption date. The
redemption price for any notes to be redeemed on any redemption date on or after the Par Call Date will be
equal to 100% of the principal amount of the notes being redeemed on the redemption date plus accrued and
unpaid interest on the notes being redeemed to the redemption date. Notwithstanding the foregoing.
installments of interest on notes that are due and payable on interest payment dates falling on or prior to a
redemption date will be payable on the interest payment date to the registered holders as of the close of
business on the relevant record date according to the notes and the related indenture. The redemption price will
be calculated on the basis of a 360-day year consisting of twelve 30-day months. The trustee shall have no
obligation to calculate the redemption price.

If less than all of the notes are to be redeemed, the notes to be redeemed will be selected in accordance
with the procedures of DTC. However, the unredeemed portion of the principal amount of any note must be in
an authorized denomination.

We will deliver notice of any redemption at least 10 days but not more than 60 days before the redemption
date to each registered holder of the notes to be redeemed. However, in the case of any notes being redeemed
prior to the Par Call Date, we will not know the exact redemption price until three business days before the
redemption date. Therefore, the related notice of redemption will only describe how the redemption price will
be calculated. Unless we default in payment of the redemption price, on and after the redemption date, interest
will cease to accrue on the notes or portions thereof called for redemption.

"Adjusted Treasury Rate" means, with respect to any applicable redemption date, the rate per annum
equal to the semiannual equivalent yield to maturity of the Comparable Treasury Issue (as defined below),
assuming a price for the Comparable Treasury Issue (expressed as a percentage of its principal amount) equal
to the Comparable Treasury Price (as defined below) for such redemption date.

"Comparable Treasury Issue" means the U.S. Treasury security selected by a Reference Treasury Dealer
appointed by us for such purpose as having a maturity comparable to the remaining term of the notes to be
redeemed (assuming for this purpose that such notes matured on the Par Call Date) that would be utilized, at

the time of selection and in accordance with customary financial practice, in pricing new issues of corporate
debt securities of comparable maturity to the remaining term of such notes (assuming for this purpose that such
notes matured on the Par Call Date).
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"Comparable Treasury Price" means, with respect to any applicable redemption date, (A) if we obtain
three or more Reference Treasury Dealer Quotations (as defined below), the average of such Reference
Treasury Dealer Quotations for such redemption date, after excluding the highest and lowest of such Reference
Treasury Dealer Quotations, (B) if we obtain two such Reference Treasury Dealer Quotations, the average of
such quotations, or (C) if only one Reference Treasury Dealer Quotation is received, such quotation.
"Par Call Date" means March 15, 2050.

"Primary Treasury Dealer" means a primary U.S. Government securities dealer in the United States.
"Reference Treasury Dealer" means each of (A) BofA Securities, Inc,, J.P. Morgan Securities LLC and

Mizuho Securities USA LLC and a Primary Treasury Dealer selected by U.S. Bancorp Investments. Inc.;
provided, however, that if any of the foregoing shall cease to be a Primary Treasury Dealer, we will substitute
therefor another Primary Treasury Dealer; and (B) any other Primary Treasury Dealer(s) selected by us.

"Reference Treasury Dealer Quotations" means, with respect to each Reference Treasury Dealer and any
applicable redemption date, the average of the bid and asked prices for the Comparable Treasury Issue
(expressed in each case as a percentage of its principal amount) quoted iii writing to us by such Reference
Treasury Dealer at 5:00 p.m. (New York City time) on the third business day preceding such redemption date.
Defeasance



The provisions described in the accompanying prospectus under the caption "Description Of AFS
Unsecured Debt Securities-Defeasance and Covenant Defeasance" are applicable to the notes.
Limitation oil Liens

So long as any of the notes are outstanding, we will not issue, assume, guarantee or permit to exist any
Debt (as defined below) secured by any mortgage, security interest, pledge, or lien (a "Mortgage") of or upon
any of our Operating Property (as defined below), whether owned at the date that the notes are issued or
subsequently acquired, without effectively securing the notes (together with, if we so determine, any other
indebtedness or obligations of us ranking senior to, or equally with, the notes) equally and ratably with such
Debt (but only so long as that Debt is so secured). This restriction will not apply to Debt secured by any of the
following:

( I )
Mortgages on any property existing at the time of acquisition of such property (which Mortgages may also
extend to subsequent repairs, alterations and improvements to that property).

(2)
Mortgages on property of a corporation existing at the time such corporation is merged into or consolidated
with us or at the time of a sale, lease, or other disposition of the properties of such corporation or a division
thereof as an entirety or substantially as an entirety to us,

(3)
Mortgages on property to secure all or part of the cost of acquiring, constructing, developing, or substantially
repairing, altering. Ol improving such property or to secure indebtedness incurred to provide funds for any such
purpose or for reimbursement of funds previously expended for any such purpose, provided such Mortgages
are created or assumed contemporaneously with, or within eighteen (18) months after, such acquisition or
completion of construction, development, or substantial repair, alteration, or improvement;

(4)
Mortgages in favor of the United States of America or any State thereof, or any department, agency,

instrumentality or political subdivision of the United States of America or any State thereof, or for the benefit
of holders of securities issued by any such entity (or providers of credit enhancement with respect to those
securities), to secure any Debt (including our obligations with respect to industrial development, pollution
control or similar revenue bonds) incurred for the purpose of financing or refinancing all or any part of the
purchase price or the cost of constructing, developing, or substantially repairing. altering, or improving our
property,

(5)
Mortgages to compensate the trustee as provided in the indenture relating to the notes, or
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(6)
any extension, renewal or replacement (or successive extensions, renewals, or replacements), in whole or in
part, of any Mortgage referred to iii the foregoing clauses (l) to (5), but the principal amount of Debt secured

by such Mortgages and not otherwise authorized by said clauses (l) to (5) may not exceed the principal amount
of Debt, plus any premium or fee payable in connection with any such extension, renewal, or replacement, so
secured at the time of such extension, renewal, or replacement.

We may issue, assume, or guarantee or permit to exist Debt that is secured by Mortgages that would
otherwise be subject to the restrictions that we describe above in connection with our existing sale and
leaseback transactions relating to Unit 2 of the Palo Verde Nuclear Generating Station, including but not
limited to Mortgages on the leased interests in Unit 2 of the Palo Verde Nuclear Generating Station and related
rights if we reacquire ownership in any of those interests or acquire any of the equity or owner participants'
interests in the trusts that hold title to such leased interests, whether or not we also directly assume the Sale
Leaseback Obligation Bonds (as defined below), and Mortgages on our interests in the trusts that hold title to
such leased interests and related rights iii the event that we acquire any of the equity or owner participants'
interests in such trusts pursuant to a "special transfer" under the Unit 2 sale and leaseback transactions. In



addition, we may issue, assume, Ol guarantee or permit to exist Debt that is secured by Mortgages that would
otherwise be subject to the restrictions that we describe above up to an aggregate principal amount that,
together with the principal amount of all of our other Debt secured by such Mortgages, does not at the time
exceed ten percent (10%) of Tangible Assets (as defined below).
The following terms have the following meanings:

"Debt" means any of our outstanding debt for money borrowed evidenced by notes. debentures, bonds, or
other securities, or guarantees of any thereof.

"Operating Property" means (i) any interest in real property owned by us and (ii) any asset owned by us
that is depreciable in accordance with generally accepted accounting principles, excluding in any case any
interest of Lis as lessee under any lease.

"Sale Leaseback Obligation Bonds," means any bonds issued in connection with the sale and leaseback
transactions in respect of Unit 2 of the Palo Verde Nuclear Generating Station and any refinancing or
refunding of any of these obligations.

"Tangible Assets" means the amount shown as total assets on our most recent balance sheet, less:
(i) intangible assets, including, but without limitation, goodwill. trademarks, trade names and patents and
(ii) appropriate adjustments, if any, on account of minority interests. However, if, subsequent to the date of our
most recent balance sheet, we acquire any property. whether by acquisition (including by way of capital lease)
from a third party, through merger or consolidation, through construction, development, or substantial repair,
alteration or improvement of property, or by any other means, and such property is or beco mes subject to any
Mortgage securing Debt, we may prepare a pro forma balance sheet to include the value of such property in
any calculation of Tangible Assets hereunder. Subject to the foregoing, Tangible Assets will be determined in
accordance with generally accepted accounting principles and practices applicable to the type of business in
which we are engaged and that are approved by the independent accountants regularly retained by us, and may
be determined as of a date not more than 60 days prior to the happening of the event for which such
determination is being made.
Regarding the Trustee

The Bank of New York Mellon Trust Company, N.A., successor to JPMorgan Chase Bank, N.A. (formerly
known as The Chase Manhattan Bank), is the trustee under the indenture relating to the notes. It or its affiliate,
The Bank of New York Mellon, is also the trustee under various other indentures covering securities issued or
that may be issued by us or our affiliates or on our or their behalf. We and our affiliates maintain normal
commercial and banking relationships with The Bank of New York Mellon Trust Company, N.A. and/or its
aftiliates. In the future, The Bank of New York Mellon Trust Company, N.A. and/or its affiliates may provide
banking, investment and other services to us and our affiliates.
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CERTAIN MATERIAL UNITED STATES FEDERAL INC()ME TAX CONSEQUENCES
The following is a summary of certain material U.S. federal income tax consequences of the purchase,

ownership and disposition of the notes. Except where noted, this summary deals only with notes held as capital
assets by beneficial owners of the notes who purchase notes in this offering at their issue price, which is the
first price at which a substantial amount of the notes is sold to investors, excluding sales to the underwriters or
to similar persons acting in the capacity of placement agents or wholesalers. This summary is based upon the
provisions of the Internal Revenue Code of 1986, as amended (the "Code"), the Treasury Regulations
promulgated thereunder and judicial and administrative rulings and decisions now in effect. all of which are
subject to change or differing interpretations, possibly with retroactive effect. This summary does not purport
to address all aspects of U.S. federal income taxation that may affect particular investors in light of their
individual circumstances (including holders that are directly or indirectly related to us), or certain types of
investors subject to special treatment under the U.S. federal income tax laws, such as persons that mark to
market their securities, financial institutions, regulated investment companies, real estate investment trusts,
corporations subject to the accumulated earnings tax, holders subject to the alternative minimum tax,
individual retirement and other tax-deferred accounts, tax-exempt organizations, brokers, dealers in securities



and commodities, certain former U.S. citizens or longterm residents, life insurance companies, persons that
hold notes as part of a hedge against currency or interest rate risks or that hold notes as part of a position in a
constructive sale, straddle, conversion transaction or other integrated transaction for U.S. federal income tax
purposes, controlled foreign corporations, passive foreign investment companies, persons required to report
income with respect to notes no later than when such income is reported on an "applicable financial statement"
under Section 45 l(b) of the Code, persons that acquire their notes in connection with employment or other
performance of personal services, partnerships or other pass-through entities and investors in such entities,
subsequent purchasers of the notes and U.S. holders (as defined below) whose "functional currency" is not the
U.S. dollar or that hold notes through a non-U.S. broker or other nonU.S. intermediary. This summary does
not address any aspect of state, local or foreign taxation or any U.S. federal tax other than the income tax.

For purposes of this summary, a "U.S. holder" is a beneficial owner of a note that is, for U.S. federal
income tax purposes:

an individual citizen or resident of the United States,

a corporation, or other entity treated as a corporation for U.S. federal income tax purposes, created or
organized in or under the laws of the United States, any state or the District of Columbia,

an estate, the income of which is subject to U.S. federal income taxation regardless of its source, or

a trust, if (a) a court within the United States is able to exercise primary jurisdiction over administration of the
trust and one or more U.S. persons have authority to control all substantial decisions of the trust or (b) it has a
valid election in effect to be treated as a U.S. person.

For purposes of this summary, a "non-U.S. holder" is a beneficial owner of a note that is not a U.S. holder
or a partnership (including an entity or arrangement treated as a partnership for U.S. federal income tax
purposes).

If a partnership (including an entity or arrangement treated as a partnership for U.S. federal income tax
purposes) is a beneficial owner of notes, the tax treatment of a partner will generally depend upon the status of
the partner and the activities of the partnership. Partnerships that hold notes (and partners in such partnerships)

should consult their tax advisors.
We have not requested, arid do not intend to request, a ruling from the U.S. Internal Revenue Service (the

"IRS") with respect to any of the U.S. federal income tax consequences described below. There can be no
assurance that the IRS will not disagree with or challenge any of the conclusions set forth herein.

If you are considering investing in the notes, you should consult your own tax advisor with respect to your

particular tax consequences of the purchase, ownership and disposition of the notes, including the tax

consequencesunder the laws of any state, local or nonU.S. jurisdiction.
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U.S. Holders

Interest

If the notes are issued at a discount from their stated redemption price at maturity, it is expected that any
such discount will be less than the statutorily defined de minims amount. Accordingly, interest on a note will
generally be taxable to a U.S. holder as ordinary interest income at the time it accrues or is received in
accordance with the holder's regular method of accounting for U.S. federal income tax purposes.

Sale, Exchange or Other Taxable Disposition Ufa Nofe

Upon the sale, exchange, redemption or other taxable disposition of a note, a U.S. holder will recognize
taxable gain or loss equal to the difference between the amount realized on the sale, exchange, redemption or
other taxable disposition and the llolder 's adjusted tax basis in the note. For these purposes, the amount
realized does not include any amount attributable to accrued interest. Amounts attributable to accrued interest
are treated as interest as described under "Interest" above. A U.S. holders adjusted tax basis in a note will



generally be such holder's cost for the note. Gain or loss realized on the sale, exchange, redemption or other
taxable disposition of a note will generally be capital gain or loss and will be longterm capital gain or loss if
at the time of the sale, exchange, redemption or other taxable disposition the note has been held by the U.S.
holder for more than one year. The deductibility of capital losses is subject to limitations under the Code.

Medicare Tax on Unearned lm:ome

Certain U.S. holders who are individuals, estates or trusts will be subject to a 3.8% tax on all or a portion
of their "net investment income" or "undistributed net investment income" (as applicable), which may include
all of a portion of their interest on the notes and net gains upon a disposition of the notes. U.S. holders that are
individuals, estates or trusts should consult their tax advisors regarding the applicability of the Medicare tax to
any of their income or gains in respect of the notes.
Information Reporting arid Backup Withholding

Information returns will be filed with the IRS in connection with payments on the notes and the proceeds
from a sale or other disposition of the notes unless the U.S. holder is an exempt recipient such as a corporation
and, if requested, demonstrates this fact. A U.S. holder will be subject to U.S. backup withholding, currently at
a rate of 24%, on these payments in the U.S. holder fails to provide its taxpayer identification number to the
paying agent and comply with certain certification procedures or otherwise establish an exemption from
backup withholding. Backup withholding is not an additional tax. The amount of any backup withholding from
a payment to a U.S. holder will be allowed as a credit against the U.S. holder's U.S. federal income tax
liability and may entitle the U.S. holder to a refund provided that the required information is timely furnished
to the IRS.

Non-U.S. Holders

Pa_v/nents of lnterest

Subject to the discussions below concerning backup withholding and FATCA (as defined below),
payments of interest on a note received or accrued by a non-U.S. holder generally will not be subject to U.S.
federal income or withholding tax as long as the non-U.S. holder:

does not conduct a trade or business in the United States with respect to which the interest is effectively
connected,

does not actually, indirectly or constructively own 10% or more of the total combined voting power of all
classes of our stock entitled to vote, within the meaning of Section 871(h)(3) of the Code,

is not a "controlled foreign corporation" with respect to which we are a "related person" within the meaning of
Section 88 l(c)(3)(C) of the Code;

is not a bank whose receipt of the interest is described in Section 88l(c)(3)(A) of the Code, and
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satisfies the certification requirements described below.

The certification requirements will be satisfied if either (a) the beneficial owner of the note timely
certifies, Linder penalties of perjury. to us or to the person who otherwise would be required to withhold U.S.
federal income tax that such owner is a non-U.S. holder and provides its name and address or (b) a custodian,
broker, nominee or other intermediary acting as an agent for the beneficial owner (such as a securities clearing
organization, bank or other financial institution that holds customers' securities in the ordinary course of its
trade or business) that holds the note in such capacity timely certifies, under penalties of perjury, to us or to the
person who otherwise would be required to withhold U.S. federal income tax that such statement has been
received from the beneficial owner of the note by such intermediary, or by any other financial institution
between such intermediary and the beneficial owner, and furnishes to us or to the person who otherwise would



be required to withhold U.S. tax a copy thereof. In general, the foregoing certification may be provided on a
properly completed IRS Form W-8BEN, IRS Form W-8BENE Of IRS Form W8IMY, as applicable.

A nonU.S. holder that is not exempt from tax under the foregoing rules generally will be subject to U.S.
federal income tax withholding on payments of interest at a rate of 30% unless:

the interest is effectively connected with a U.S. trade or business conducted by such holder (and, if an
applicable income tax treaty so provides, is attributable to a permanent establishment maintained in the United
States by the nonU.S. holder), in which case the nonU.S. holder will be subject to U.S. federal income tax on
a net basis, or

an applicable income tax treaty provides for a lower rate of, or exemption from, withholding tax.

A non-U.S. holder that is treated as a corporation for U.S. federal inconle tax purposes and has effectively
connected interest income (as described in the first bullet point above) may also, under certain circumstances,
be subject to an additional "branch profits tax," which is generally imposed on a foreign corporation on the
deemed repatriation from the United States of effectively connected earnings and profits, at a 30% rate, unless
the rate is reduced or the tax is eliminated by all applicable income tax treaty.

To claim the benefit of a lower rate of, or exemption from, withholding tax pursuant to an income tax
treaty or to claim exemption from withholding because income is effectively connected with a U.S. trade or

business, the non-U.S. holder must timely provide the appropriate, properly executed IRS forms. Certification
to claim income is effectively connected with a U.S. trade or business is generally made on IRS Form W-SECI.
Certification to claim the benefit of a lower rate of, Ol exemption from, withholding tax pursuant to an income

tax treaty is generally made on IRS Form W8BEN or IRS Form W-8BEN-E.
In general, non-U.S. holders will be required to periodically update their IRS W-8 forms.

Sale, Exchange or other Taxable Disposinbn Qfa Note
Subject to the discussions below concerning backup withholding and FATCA, a non-U.S. holder generally

will not be subject to U.S. federal income tax on any gain realized on the sale, exchange, redemption or other
taxable disposition of a note unless (a) such gain is effectively connected with the conduct by the non-U.S.

holder of a U.S. trade or business (and, if an applicable income tax treaty so provides, is attributable to a
permanent establishment maintained in the United States by the non-U.S. holder) or (b) in the case of a non-
U.S. holder who is an individual, the holder is present in the United States for 183 days or more during the
taxable year in which such gain is realized and certain other conditions exist.

Except to the extent that an applicable income tax treaty otherwise provides, generally a nonU.S. holder
that is described in clause (a) above will be subject to U.S. federal income tax on a net basis with respect to
gain that is effectively connected with the non-U.S. holder's conduct of a U.S. trade or business and such a
non-U.S. holder that is treated as a corporation for U.S. federal income tax purposes may also, Linder certain
circumstances, be subject to the branch profits tax as described above. Except to the extent that an applicable
income tax treaty otherwise provides, an individual nonU.S. holder who is described in clause (b) above will
be subject to a flat 30% tax on gain derived from the sale or other disposition, which may be offset by certain
U.S. source capital losses.
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Infonnalion Reporting and Backup Withholding

Payments of interest to a nonU.S. holder generally will be reported to the IRS and to the nonU.S. holder.
Copies of applicable IRS information returns may be made available under the provisions of a specific tax
treaty or agreement to the tax authorities of the country in which the non-U.S. holder resides. Non-U.S. holders
are generally exempt from backup withholding, currently at a rate of 24%, and additional information reporting
on payments of principal, premium (if any), or interest provided that the nonU.S. holder (a) certifies its
nonresident status on the appropriate IRS form (or a suitable substitute form) and certain other conditions are
met or (b) otherwise establishes an exemption. Backup withholding is not an additional tax. Any backup



withholding generally will be allowed as a credit or refund against the non-U.S. holder's U.S. federal income
tax liability provided that the required information is timely furnished to the IRS.
FATCA

Sections 1471 through 1474 of the Code and the Treasury Regulations thereunder (commonly referred to
as "FATCA") generally impose a U.S. federal withholding tax of 30% on payments of interest on the notes
and, subject to the proposed Treasury Regulations discussed below, the gross proceeds, including the return of
principal. from a disposition, including a redemption, of notes paid to certain foreign entities unless various
information reporting and other requirements are satisfied. This would generally apply in the case of debt
obligations held through intermediaries who do not agree to satisfy such requirements or are not deemed to be
compliant with the requirements of FATCA pursuant to an intergovernmental agreement or otherwise.

Under proposed Treasury Regulations, gross proceeds would not be subject to FATCA withholding. In its

preamble to such proposed Treasury Regulations, the IRS has stated that taxpayers and withholding agents
may generally rely on the proposed Treasury Regulations until final Treasury Regulations are issued.

No additional amounts will be payable on account of any withholding obligation that is imposed with
respect to payments on or dispositions of the notes as a result of the failure of any holder or beneficial owner

of a note, or any intermediary through which it directly or indirectly owns such note, to comply with the
requirements of FATCA. Prospective purchasers of the notes should consult their own tax advisors regarding
the effect, if any, of FATCA on their investment in the notes based on their particular circumstances.
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UNDERWRITING
General

BofA Securities, Inc., J.P. Morgan Securities LLC, Mizuho Securities USA LLC and U.S. Bancorp
Investments, Inc. are acting as the representatives of the underwriters, and BofA Securities, Inc., J.P. Morgan
Securities LLC, Mizuho Securities USA LLC, U.S. Bancoip Investments, Inc., RBC Capital Markets, LLC and
Scotia Capital (USA) Inc. are acting as joint bookrunning managers. Under the terms and subject to the
conditions of an underwriting agreement dated the date of this prospectus supplement, which will be filed as an
exhibit to a current report on Form 8-K and incorporated by reference in this prospectus supplement and the
accompanying prospectus, each of' the underwriters named below has severally and not jointly agreed to
purchase from us, and we have agreed to sell to them, severally, the principal amount of notes shown opposite
its respective name below:

Underwntcrs

Principal

Amount

of Notes

$ 72,000,000BofA Securities, Inc.

72,000,000J.P.Morgan Securities LLC

Mizuho Securities USA LLC 72,000,000

72,000,000U.S. Bancorp Investments, Inc.

52,000,000RBC Capital Markets, LLC

52,000,000Scotia Capital (USA) Inc.

4.000,000Academy Securities, Inc.



4,000,000C.L. King & Associates, Inc.

Total $400,000,000

The underwriting agreement provides that the obligations of the underwriters to purchase the notes
included in this offering are several and not joint and are subject to approval of legal matters by counsel and to
other conditions. The underwriters are obligated to purchase all of the notes if they purchase any of the notes.

The underwriters propose to offer the notes directly to the public at the public offering price presented on
the cover page of this prospectus supplement and may offer the notes to selected dealers, which may include
the underwriters, at the public offering price less a selling concession not in excess of 0.500% of the principal
amount of the notes. The underwriters may allow, and dealers may reallow, a concession not to exceed 0.350%
of the principal amount of the notes on sales to other dealers. After the initial offering of the notes to the
public, the underwriters may change the public offering price and other selling terms.

The following table summarizes the underwriting discount to be paid to the underwriters by us (expressed
as a percentage of the principal amount of the notes). The underwriting discount is the difference between the
offering price and the amount the underwriters pay to purchase the notes from us.

Paid by Arizona Public
Service Company

Per Note 0.875%

The notes are a new issue of securities with no established trading market. We do not intend to apply for
the notes to be listed on any securities exchange or to be quoted on any quotation system. One or more of the
underwriters intend to make a secondary market for the notes. However, they are not obligated to do so and
may discontinue making a secondary market at any time without notice. No assurance can be given as to how
liquid the trading market for the notes will be.

In order to facilitate this offering of the notes, the underwriters may engage in transactions that stabilize,
maintain or otherwise affect the price of the notes. These transactions may include overallotment. syndicate
covering transactions and stabilizing transactions. Over-allotment involves syndicate sales of
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notes in excess of the principal amount of notes to be purchased by the underwriters in this offering, which
creates a syndicate short position. Syndicate covering transactions involve purchases of notes in the open
market after the distribution has been completed in order to cover syndicate short positions. Stabilizing
transactions consist of certain bids or purchases of the notes made for the purpose of preventing or retarding a
decline in the market price of the notes while this offering is in progress.

The underwriters also may impose a penalty bid. Penalty bids permit the underwriters to reclaim a selling
concession from a syndicate member when the representatives of the underwriters, in covering syndicate short
positions or making stabilizing purchases, repurchase notes originally sold by that syndicate member.

Any of these activities may have the effect of preventing or retarding a decline in the market price of the
notes. They may also cause the price of the notes to be higher than the price that otherwise would exist in the
open market in the absence of these transactions. The underwriters may conduct these transactions in the over-
the-counter market or otherwise. If the underwriters commence any of these transactions, they may discontinue
them at any time.

We estimate that the total expenses of the offering payable by us, excluding the underwriting discount,
will be approximately $955,000.

The underwriters and/or their affiliates have performed investment banking, commercial banking and/or
advisory services for us and/or our affiliates from time to time for which they have received customary fees
and expenses. Affiliates of certain of the underwriters are lenders to us and/or our affiliates under OLla credit



facilities. The underwriters and/or their affiliates may, from time to time, engage in transactions with and
perform services for us and our affiliates in the ordinary course of their business.

In addition, in the ordinary course of their business activities, the underwriters and their affiliates may
make or hold a broad array of investments and actively trade debt and equity securities (or related derivative

securities) and financial instruments (including bank loans) for their own account and for the accounts of their
customers. Such investments and securities activities may involve securities and/or instruments of ours or our
affiliates. If any of the underwriters or their affiliates has a lending relationship with us, certain of those
underwriters or their affiliates routinely hedge, and certain other of those underwriters or their affiliates may
hedge, their credit exposure to us consistent with their customary risk management policies. Typically, such
underwriters and their affiliates would hedge such exposure by entering into transactions which consist of
either the purchase of credit default swaps or the creation of short positions in our securities, including
potentially the notes offered hereby. Any such credit default swaps or short positions could adversely affect
future trading prices of the notes offered hereby. The underwriters and their affiliates may also make
investment recommendations and/or publish or express independent research views in respect of such
securities or financial instruments and may hold, or recommend to clients that they acquire, long and/or short
positions in such securities arid instruments.

We have agreed to indemnify the underwriters against certain liabilities relating to the offering, including

liabilities under the Securities Act of 1933, as amended, and to contribute to payments that the underwriters
may be required to make for these liabilities.

We expect to deliver the notes against payment for the notes on or about the date specified in the last

paragraph of the cover page of this prospectus supplement. which will be the third business day following the
date of the pricing of the notes. Under Rule l5c61 under the Securities Exchange Act of 1934, as amended.
trades in the secondary market generally are required to settle in two business days, unless the parties to a trade
expressly agree otherwise. Accordingly, purchasers who wish to trade the notes prior to the second business
day prior to settlement will be required to specify alternative settlement arrangements to prevent a failed
settlement.
Notice to Prospective Canadian Investors

The notes may be sold only to purchasers purchasing, or deemed to be purchasing, as principal that are
accredited investors, as defined in National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of

the Securities Act (Ontario), and are permitted clients, as defined in National Instrument 31 -103
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Registration RequireInenfs. Exelripfiz/ns and Ongoing Registrant Obligations. Any resale of the notes must be
made in accordance with an exemption from, or in a transaction not subject to, the prospectus requirements of
applicable securities laws.

Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies
for rescission or damages if this prospectus supplement and the accompanying prospectus (including any
amendment thereto) contains a misrepresentation, provided that the remedies for rescission or damages are
exercised by the purchaser within the time limit prescribed by the securities legislation of the purchaser's
province or territory. The purchaser should refer to any applicable provisions of the securities legislation of the
purchaser's province or territory for particulars of these rights or consult with a legal advisor.

Pursuant to section 3A.3 of National Instrument 33-105 Underwriting Conflicts ("Nl 33-l 05"), the
underwriters are not required to comply with the disclosure requirements of NI 33-105 regarding underwriter
conflicts of interest in connection with this offering.

Notice to Prospective Investors in the European Economic Area and the United Kingdom

The notes are not intended to be offered, sold or otherwise made available to and should not be offered,
sold or otherwise made available to any retail investor in the European Economic Area ("EEA") or the United
Kingdom (the "UK"). For these purposes, (a) a retail investor means a person who is one (or more) of: (i) a
retail client as defined in point (l 1) otArticlc 4(1) of Directive 2014/65/EU (as amended, "MiFID II"); or (ii)
a customer within the meaning of Dircctive (EU) 2016/97 (the "Insurance Distribution Directive"), where that
customer would not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID II, or (iii)



not a qualified investor as defined in Regulation (EU) 2017/1 129 (the "Frospectus Regulation"), and (b) the
expression "offer" includes the communication in any form arid by any means of sufficient information on the
terms of the offer and the notes to be offered so as to enable all investor to decide to purchase or subscribe for
the notes. Consequently no key information document required by Regulation (EU) No 1286/2014 (us
amended, the "PRIIPs Regulation") for offering or selling the notes or otherwise making them available to
retail investors in the EEA or in the UK has been prepared and therefore offering or selling the notes or
otherwise making them available to any retail investor in the EEA or in the UK may be unlawful under the
PRlIPs Regulation. This prospectus supplement and the accompanying prospectus have been prepared on the
basis that any offer of notes in any Member State of the EEA or in the UK will be made pursuant to an
exemption under the Prospectus Regulation from the requirement to publish a prospectus for offers of notes.
This prospectus supplement and the accompanying prospectus are not a prospectus for the purposes of the
Prospectus Regulation.
Notice to Prospective Investors in the United Kingdom

In the UK, this prospectus supplement and the accompanying prospectus are only being distributed to and
are only directed at (i) persons who are outside the UK. (ii) investment professionals falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended
(the "Order"), or (iii) high net worth entities, and other persons to whom it may lawfully be communicated,
falling within Article 49(2)(a) to (d) of the Order (all such persons together being referred to as "relevant
persons"). Any notes will only be available Io. and any invitation, offer or agreement to subscribe, purchase or
otherwise acquire such notes will be engaged in only with, relevant persons. Any person who is not a relevant
person should not act or rely on this prospectus supplement and the accompanying prospectus or any of their
contents.
Each underwriter has represented and agreed that:

it has only communicated or caused to be communicated and will only communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of Section 21
of the Financial Services and Markets Act 2000 (the "FSMA")) received by it in connection with the issue or
sale of the notes in circumstances in which Section 21(1) of the FSMA does not apply to us; and

it has complied and will comply with all applicable provisions of the FSMA with respect to anything done by it
in relation to the notes in, from or otherwise involving the United Kingdom.
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Notice to Prospective Investors in Switzerland

Each underwriter has represented and agreed that it (a) will only offer or sell notes in. into or from
Switzerland in compliance with all applicable laws and regulations in force in Switzerland and (b) will, to the
extent necessary. obtain any consent, approval or permission required for the offer or sale by it of notes under
the laws and regulations in force in Switzerland.

This prospectus supplement does not constitute a prospectus within the meaning of the Swiss Code of
Obligations ("CO"), a prospectus or simplified prospectus within the meaning of the Swiss Collective
Investment Schemes Act ("CISA") or, if and when entered into force, a prospectus within the meaning of the
Swiss Financial Services Act ("FinSA").

Only the relevant prospectus for the offering of notes in. into or from Switzerland and any information
required to ensure compliance with the CO or, if and when entered into force, the FinSA. and all other
applicable laws and regulations of Switzerland (in particular, additional and updated corporate and financial
information that shall be provided by the issuer) may be used in the context of a public offer in. into or from
Switzerland. Each underwriter has therefore represented and agreed that the relevant prospectus and such
information shall be furnished to any potential purchaser in Switzerland in such manner and at such times as
required by the CO or. if and when entered into force, the FinSA, and all other applicable laws and regulations
of Switzerland.



Until the entry into force of the FinSA, and if and to the extent the notes qualify as structured products
within the meaning of the CISA, and unless the notes are offered and distributed in. into or from Switzerland
in compliance with the CISA and its implementing ordinances, including that all relevant licenses have been
obtained and that a simplified prospectus within the meaning of Article 5 CISA has been prepared to be
furnished to any potential purchaser in Switzerland upon request in such manner and at such times as required
by the CISA and all other applicable laws and regulations of Switzerland, each underwriter has represented and
agreed that it will not, directly or indirectly, (i) publicly offer, sell, or advertise the notes in, into or from
Switzerland, as such term is defined or interpreted under the CO, (ii) distribute the notes in, into or from
Switzerland to non-qualified investors within the meaning of the CISA, its implementing ordinance and any
other applicable regulations and regulatory guidance, and (iii) distribute or otherwise make available this
prospectus supplement or any other document related to the notes in Switzerland in a way that would con stitute
a public offering within the meaning of the CO of the notes or a distribution of the notes to non-qualified
investors within the meaning of the CISA.

Following the entry into force of the FinSA, and if and to the extent that the notes qualify as fi naneial
instruments requiring a key information document within the meaning of the FinSA, its implementing
ordinance and any other applicable regulations and regulatory guidance, each underwriter has represented and
agreed. and each further underwriter appointed under the offering will be required to represent and agree, that
it will not, directly or indirectly, (i) publicly offer or advertise the notes in or into Switzerland, as such terms
are defined or interpreted under the FinSA, its implementing ordinance and any other applicable regulations
and regulatory guidance, (ii) offer or advertise the notes to investors in Switzerland with respect to which a key
information document within the meaning of the FinSA, its implementing ordinance and any other applicable
regulations and regulatory guidance is required or (iii) distribute or otherwise make available this prospectus
supplement, the accompanying prospectus or any other document related to the notes in Switzerland in a way
that would constitute a public offering of the notes within the meaning of the FinSA or an offering of the notes
to investors in Switzerland with respect to which a key information document is required.
Notice to Prospective Japanese Investors

The notes have riot been and will not be registered pursuant to Article 4, Paragraph l of the Financial
instruments and Exchange Act oflapan (Act No. 25 of 1948), as amended (the "Financial Instruments and
Exchange Act"), and each underwriter has agreed that it has not offered or sold and will not offer or sell any
notes, directly or indirectly, in Japan or to, or for the account or benefit of, any resident of Japan (which term
as used herein means any person or entity resident iii Japan, including any corporation or other entity
organized under the laws of Japan), or to, or for the account or benefit of, others for reoffering or resale,
directly or indirectly, iii Japan requirements of, and otherwise in compliance with, the Financial Instruments
and Exchange Act and any other applicable laws, regulations and ministerial guidelines oflapan iii effect at
the relevant time.
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LEGAL OPINIONS

Certain legal matters with respect to the offering of the notes described in this prospectus supplement will
be passed upon for us by Robert E. Smith, our Senior Vice President & General Counsel, and for the
underwriters by Pillsbury Winthrop Shaw Pittman LLP, New York, New York. Mr. Smith is regularly
employed by us. participates in various Pinnacle West employee benefit plans under which he may receive
shares of common stock and currently beneficially owns less than one percent of the outstanding shares of
common stock of Pinnacle West. In giving his opinion, Mr. Smith may rely as to all matters of New York law

upon the opinion of Pillsbury Winthrop Shaw Pittman LLP.
EXPERTS

The consolidated financial statements as of December 3 l, 2019 and 2018, and for each of the three years
in the period ended December 3 l , 2019, and the related consolidated financial statement schedule incorporated
by reference in this prospectus supplement and the accompanying prospectus, and the effectiveness of Arizona
Public Service Company's internal control over financial reporting have been atldited by Deloitte & Touche
LLP, an independent registered public accounting firm, as stated in their report appearing therein. Such



consolidated financial statements and consolidated financial statement schedule have been so incorporated by
reference in reliance upon the report of such firm given upon their authority as experts in accounting and
auditing.
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P r o s p e c t u s

PINNACLE WEST CAPITAL CORPORATION
Unsecured Debt Securities

Preferred Stock

Common Stock

ARIZONA PUBLIC SERVICE COMPANY
Unsecured Debt Securities

We may offer and sell these securities from time to time in one or more offerings. This prospectus
provides you with a general description of the securities we may offer.

Each time we sell these securities, we will provide a supplement to this prospectus that contains specific
information about the offering and the terms of the securities, including the plan of distribution for the
securities. You should carefully read this prospectus and any supplement, as well as the docu merits
incorporated by reference in this prospectus, before you invest in any of these securities.

See "Risk Factors" beginning on page _1 of this prospectus where we describe certain factors
you should consider m malting an investment decision.

Our principal executive offices are located at 400 North Fifth Street, P.O. Box 53999, Phoenix,
Arizona 85072-3999. Our telephone number is (602) 250-1000.

Pinnacle West's common stock is listed on the New York Stock Exchange under the symbol "PNW."
Unless otherwise indicated in a supplement to this prospectus, the other securities offered hereby will not be
listed on a national securities exchange.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus. Any representation to

the contrary is a criminal offense.
We may offer and sell these securities directly to purchasers, through agents, dealers, or underwriters as

designated from time to time, or through a combination of these methods. If any agents, dealers or
underwriters are involved in the sale of any securities, the relevant prospectus supplement will set forth any
applicable commissions or discounts.

The date of this prospectus is April 20, 2018
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RISK FACTORS
We include a discussion of risk factors relating to our business and an investment in our securities in our

Annual Reports on Form I0K and Quarterly Reports on Form I0Q filed from time to time by us with the
Securities and Exchange Commission (the "SEC"). These reports are incorporated by reference in this
prospectus. See "Where You CanFind More Information." We describe an additional risk of investment in our
securities below. We may also describe additional risks related to our securities in a prospectus supplement
from time to time. Before purchasing our securities, you should carefully consider the risk factors we describe
in those reports, in this prospectus and in any prospectus supplement.

In addition to the general risks that we describe in our SEC reports, you should consider the following
additional risk before investing in our securities.
Risk Factors Relating to Unsecured Debt Securities

You may be unable to sell your unsecured debt securities :pa trading market for the unsecured debt securities does not

develop.
An established trading market for the unsecured debt securities does not exist and may not develop.

Unless the applicable prospectus supplement specifies otherwise, we do not intend to apply for listing of the
unsecured debt securities on any securities exchange or for quotation on any automated dealer quotation
system. The liquidity of any market for the unsecured debt securities will depend on the number of holders of
the securities, the interest of securities dealers in making a market in the unsecured debt securities. and other
factors. If an active trading market does not develop, the market price and liquidity of the unsecured debt
securities may be adversely affected. If the unsecured debt securities are traded, they may trade at a discount
from their initial offering price depending upon prevailing interest rates. the market for similar securities,
general economic conditions. our performance and business prospects, and certain other factors.
The unsecured debt securities issued by Pinnacle West Capital Corporation will be effectively subordinated to any

existing andjiiture secured indebtedness and structurally subordinated to existing and future indebtedness and other

obligations of Pinnacle West Capital Corporation 's subsidiaries.

The unsecured debt securities issued by Pinnacle West Capital Corporation will be general. unsecured
senior obligations of Pinnacle West Capital Corporation only and will rank equal in right of payment with all



of Pinnacle West Capital Corporation's other existing and future unsecured senior indebtedness from time to
time outstanding. As a result, the unsecured debt securities issued by Pinnacle West Capital Corporation will
be effectively subordinated to Pinnacle West Capital Corporation's existing and future secured indebtedness to
the extent of the value of the related collateral securing that indebtedness.

The ability of Pinnacle West Capital Corporation to meet its financial obligations under its unsecured debt
securities, and cash needs generally, is dependent on its operating cash flow (which, in tum. is dependent upon
the earnings of its subsidiaries and the distribution of those earnings to, or upon loans or other payments of
funds by those subsidiaries to, Pinnacle West Capital Corporation), its ability to access the shortterm and
longterm debt and equity capital markets, and its bank facilities. Various financing arrangements, charter
provisions and statutory and regulatory requirements may impose certain restrictions on the ability of its
subsidiaries to transfer funds to Pinnacle West Capital Corporation, including in the form of cash dividends.
loans or advances or other distributions. The unsecured debt securities of Pinnacle West Capital Corporation
will not be obligations of or guaranteed by any of Pinnacle West Capital Corporation's subsidiaries. As a
result, the unsecured debt securities of Pinnacle West Capital Corporation will be structurally subordinated to
any existing and future indebtedness and other obligations of Pinnacle West Capital Corporation's subsidiaries.
These liabilities may include indebtedness, trade payables, guarantees, lease obligations and letter of credit
obligations. The unsecured debt securities of Pinnacle West Capital Corporation do not restrict Pinnacle West
Capital Corporation or its subsidiaries from incurring additional indebtedne ss, including secured indebtedness.
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ABOUT THIS PROSPECTUS
This prospectus is part of a shelf registration statement that we filed with the SEC. By using a shelf

registration statement. we may sell, from time to time, in one or more offerings, any combination of the
securities described in this prospectus. In this prospectus we may refer to the unsecured debt securities,
preferred stock and common stock that may be offered by Pinnacle West Capital Corporation ("Pinnacle
West") and the unsecured debt securities that may be offered by Arizona Public Service Company ("APS")
collectively as the "securities."

This prospectus provides you with a general description of the securities we may offer. Each time we offer
securities, we will provide you with a prospectus supplement and, if applicable, a pricing supplement. The
prospectus supplement and any applicable pricing supplement will describe the specific terms of the securities
being offered. The prospectus supplement and any applicable pricing supplement may also add to, update or
change the information in this prospectus. If there is any inconsistency between the information in this
prospectus and in any supplement. you should rely on the information in the supplement. In addition, the
registration statement we filed with the SEC includes exhibits that provide more details about the securities.

You should rely only on the information contained or incorporated by reference in this prospectus. any
prospectus supplement and any pricing supplement. See "Where You Can Find More Information." We are not
making an offer to sell these securities in any jurisdiction where the offer or sale is not permitted.

You should assume that the information appearing in this prospectus and any supplement to this
prospectus is accurate only as of the dates on their covers and that information incorporated by reference is
accurate only as of the date of the report that is incorporated, unless, in either case, the information is given as
of another specific date. Our business, financial condition, results of operations, and prospects may have
changed since those dates.

FORWARD-LOOKING STATEMENTS
This prospectus, any accompanying prospectus supplement, and the information contained or incorporated

by reference in this prospectus may contain forward-looking statements based on current expectations, and we
assume no obligation to update these statements. even if our internal estimates change, except as required by
applicable law. These forward-looking statements are often identified by words such as "estimate," "predict,"
"may," "believe," "plan," "expect," "require," "intend," "assume," "project" and similar words. Because actual
results may differ materially from expectations. we caution readers not to place undue reliance on these
statements. A number of factors could cause future results to differ materially from historical results, or trom



outcomes currently expected or sought by us. In addition to the Risk Factors described above, these factors
include, but are not limited to:

our ability to manage capital expenditures and operations and maintenance costs while maintaining reliability
and customer service levels,

variations in demand for electricity, including those due to weather, seasonality, the general economy,
customer and sales growth (or decline), and the effects of energy conservation measures and distributed
generation,

power plant and transmission system performance and outages,

competition in retail and wholesale power markets,

regulatory and judicial decisions, developments and proceedings,

new legislation. ballot initiatives and regulation, including those relating to environmental requirements,
regulatory policy, nuclear plant operations and potential deregulation of retail electric markets,

fuel and water supply availability,

our ability to achieve timely and adequate rate recovery of our costs, including returns on and of debt and
equity capital investment,
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our ability to meet renewable energy and energy efficiency mandates and recover related costs,

risks inherent in the operation of nuclear facilities, including spent fuel disposal uncertainty,

current and future economic conditions in Arizona, including in real estate markets,

the development of new technologies which may affect electric sales or delivery,

the cost of debt and equity capital and the ability to access capital inarkets when required,

environmental, economic and other concerns surrounding coalfired generation, including regulation of
greenhouse gas emissions,

volatile fuel and purchased power costs,

the investment performance of the assets of our nuclear decommissioning trust, pension, and other
postretirement benefit plans and the resulting impact on future funding requirements;

the liquidity of wholesale power markets and the use of derivative contracts in our business,

potential shortfalls in insurance coverage,



new accounting requirements or new interpretations of existing requirements,

generation, transmission and distribution facility and system conditions and operating costs,

the ability to meet the anticipated future need for additional generation and associated transmission facilities in
our region,

the willingness or ability of our counterparties, power plant participants and power plant land owners to meet
contractual 01 other obligations or extend the rights for continued power plant operations, and

restrictions on dividends or other provisions in our credit agreements and Arizona Corporation Commission
("ACC") orders.

We generally update these factors in each of our Annual Reports on Form 10-K and Quarterly Reports on
Form l0Q filed with the SEC. We claim the protection of the safe harbor for forwardlooking statements
contained in the Private Securities Litigation Reform Act of 1995 for any forwardlooking statements
contained or incorporated by reference in this prospectus or any prospectus supplement.

WHERE YOU CAN FIND MORE INFORMATION
Available Information

We file annual, quarterly, and current reports and other information with the SEC. Our SEC filings are
available to the public over the Internet at the SEC's website: http://www.sec.gov. You may also read and copy
any materials we file with the SEC at the SEC's public reference room, at 100 F Street, N.E., Washington,
D.C. 20549. You may obtain information on the operation of the public reference room by calling the SEC at
l80()- SEC0330. Our filings with the SEC are also available on Pinnacle West's website at
http://www.pinnaclewest.com. The information on Pinnacle West's website is not part of this prospectus, any
prospectus supplement or any pricing supplement.
Incorporation by Reference

The SEC allows us to incorporate by reference the information we file with them, which means that we
can disclose important information to you by referring you to those documents. The information incorporated
by reference is considered to be part of this prospectus, except for information superseded by information in
this prospectus, and later information that we file with the SEC will automatically update and supersede this
information. We incorporate by reference the documents listed below and any future filings we make with the
SEC under Section l3(a), l3(c), 14 or l5(d) of the Securities Exchange Act of 1934, as amended (the
"Exchange Act"), (SEC file No. 1-8962 for Pinnacle West and No. 1-4473 for APS) prior to the termination of
this offering, excluding, in each case, information deemed furnished and not filed.
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Pinnacle West Capital Corporation:

Pinnacle West Capital Corporation's Annual Report on Form I0-K for the fiscal year ended December 3 l.
2017

Pinnacle West Capital Corporation's Current Reports on Form 8-K filed Januarv 9.
2018. February 20. 2018 and February 22. 2018; and

The description of Pinnacle West's common stock included in its registration statement on Form 8-B, File No.
18962, as filed on July 25. 1985, and any amendment or report that we have filed (or will file after the date of
this prospectus and prior to the termination of this offering) for the purpose of updating such description,
including Pinnacle West's Current Report on Form 8K filed with the SEC on June 20 2017.

Arizona Public Service Company:



Arizona Public Service Companv's Annual Report on Form I0-K for the fiscal year ended December 3 l. 2017,
and

Arizona Public Service Company's Current Reports on Form 8-K filed Januarv 9, 2018 and February 22. 2018.

These documents contain important information about us and our financials. We will provide to each
person, including any beneficial owner. to whom a prospectus is delivered, a copy of any or all of the
information that has been incorporated by reference in this prospectus but not delivered with this prospectus.
You may request a copy of these filings, at no cost, by writing, telephoning or contacting us through our
website at the following:

Pinnacle West Capital Corporation Office of
the Secretary
Station 8602
P.O. Box 53999
Phoenix, Arizona 85072-3999
(602) 250-4400

Arizona Public Service Company Office of
the Secretary
Station 8602
P.O. Box 53999
Phoenix, Arizona 85072-3999
(602) 2504400

Or online at www.pinnaclewest.com.

THE COMPANIES
Pinnacle West was incorporated in 1985 under the laws of the State of Arizona and owns all of the

outstanding equity securities of APS, its major subsidiary. APS is a vertically -integrated electric utility that
provides either retail or wholesale electric service to most of the state of Arizona, with the major exceptions of
about onehalf of the Phoenix metropolitan area, the Tucson metropolitan area and Mohave County in
northwestern Arizona.

The principal executive offices of Pinnacle West and APS are located at 400 North Fifth Street, PO Box
53999, Phoenix, Arizona 85072-3999, and the telephone number is 602-250-1000.

USEOF PROCEEDS
Unless otherwise stated in the prospectus supplement accompanying this prospectus, Pinnacle West

intends to use the proceeds from the sale of these securities for general corporate purposes, which may include
the repayment of indebtedness. capital expenditures, the funding of working capital, acquisitions, stock
repurchases and/or capital infusions into one or more of its subsidiaries for any of those purposes. Unless

otherwise stated in the prospectus supplement accompanying this prospectus, APS intends to use the proceeds
from the sale of these securities to finance its construction, resource acquisition and maintenance programs, to
redeemor retire outstanding securities, to fund working capital and/or to repay or refund other outstanding
longterm or short-term debt. Any specific use of proceeds from the sale of securities will be set forth in the

prospectus supplement relating to each offering of these securities.
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GENERAL DESCRIPTION OF THE SECURITIES

Pinnacle West, directly or through agents, dealers or underwriters that it designates, may offer and sell,
from time to time, an indeterminate amount of:

its unsecL\red debt securities, in one or more series, which may be senior unsecured debt securities or
subordinated unsecured debt securities, in each case consisting of notes or other unsecured evidences of
indebtedness;

shares of its preferred stock,



shares of its common stock, or

any combination of these securities.

APS, directly or through agents, dealers or underwriters that it designates, may offer and sell. from time to
time, an indeterminate amount of its senior unsecured debt securities, in one or more series, consisting of notes
or other unsecured evidences of indebtedness.

Pinnacle West and APS may offer and sell these securities either individually or as units consisting of one
or more of these securities, each on terms to be determined at the time of sale. Pinnacle West may issue
unsecured debt securities and/or shares of preferred stock that are exchangeable for and/or convertible into
common stock or any of the other securities that it may sell under this prospectus. When particular securities

are offered, a supplement to this prospectus will be delivered with this prospectus, which will describe the
terms of the offering and sale of the offered securities.

DESCRIPTION OF PINNACLE WEST UNSECURED DEBT SECURITIES

General
The following description highlights the general terms of the unsecured debt securities that Pinnacle West

may offer. in this description, we will refer to the unsecured debt securities as "debt securities." When we use

the terms "we," "us," "our," and like terms in this description, we are referring to Pinnacle West. When we
offer debt securities in the future, the prospectus supplement will explain the particular terms of those
securities and the extent to which any of these general provisions will not apply.

We can issue an unlimited amount of debt securities under the indentures listed below. We can issue debt
securities from time to time and in one or more series as determined by us. In addition, we can issue debt
securities of any series with terms different from the terms of debt securities of any other series and the terms
of particular debt securities within any series may differ from each other, all without the consent of the holders
of previously issued series of debt securities. If specified in a prospectus supplement relating to all offering of

debt securities. from time to time, without notice to, or the consent of, the existing holders of any series of debt
securities then outstanding, we may create and issue additional debt securities eqLlal in rank and having the

same maturity, payment terms, redemption features, and other terms as the debt securities of such series,
except for the issue date of the additional debt securities, the public offering price of the additional debt
securities, the payment of interest accruing prior to the issue date of the additional debt securiti es and (under
some circumstances) the first payment of interest following the issue date of the additional debt securities. The

additional debt securities may be consolidated and form a single series with previously issued debt securities
of the affected series.

The debtsecurities will be our direct, unsecured obligations. The debt securities may be issued in one or
more series under:

an Indenture, dated as of December 1, 2000, as amended from time to time, between The Bank of New York
Mellon Trust Company, N.A., successor to The Bank of New York Mellon (formerly known as The Bank of
New York), as trustee, and us, in the case of senior debt securities, or

an Indenture, dated as of December 1. 2000, as amended from time to lime, between The Bank of New York
Mellon Trust Company, N.A., successor to The Bank of New York Mellon (formerly known as The Bank of
New York), as trustee, and us, in the case of subordinated debt securities.
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Because we are structured as a holding company, all existing and future indebtedness and other liabilities
of our subsidiaries will be effectively senior in right of payment to our debt securities, whether senior debt
securities or subordinated debt securities. Neither of the above indentures limits our ability or the ability of our
subsidiaries to incur additional indebtedness in the future. The assets and cash flows of our subsidiaries will be
available, in the first instance, to service their own debt and other obligations and our ability to have the
benefit of their assets and cash flows, particularly in the case of any insolvency or financial distress affecting



our subsidiaries, would arise only through our equity ownership interests in our subsidiaries and only after
their creditors had been satisfied.

We have summarized the material provisions of the indentures below. We have filed the senior and
subordinated Indentures as exhibits to the registration statement. You should read the Indentures in their
entirety, including the definitions, together with this prospectus and the prospectus supplement before you
make any investment decision in our debt securities. Although separate Indentures are used for subordinated
debt securities and senior debt securities, references to the "Indenture" and the description of the "Indenture"
in this section apply to both Indentures. unless otherwise noted.

You should refer to the prospectus supplement used in connection with the offering of any debt securities
for information about a series of debt securities, including:

title of the debt securities,

the aggregate principal amount of the debt securities or the series of which they are a part,

the date on which the debt securities mature,

the interest rate,

when the interest on the debt securities accrues and is payable,

the record dates for the payment of interest,

places where principal, premium, or interest will be payable,

periods within which, prices at which, and terms upon which we can redeem debt securities at our option,

any obligation on our part to redeem or purchase debt securities pursuant to a sinking fund or at the option of
the holder;

denominations and multiples at which debt securities will be issued if other than $l,000,

any index or formula from which the amount of principal or any premium or interest may be determined,

any allowance for alternative currencies and determination of value,

whether the debt securities are defeasible under the terms of the Indenture,

whether we are issuing the debt securities as global securities,

any additional or different events of default and any change in the right of the trustee or the holders to declare
the principal amount due and payable if there is any default,

any addition to or change in the covenants in the Indenture, and

any other terms.

We may sell the debt securities at a substantial discount below their principal amount. The prospectus
supplement may describe special federal income tax considerations that apply to debt securities sold at an
original issue discount or to debt securities that are denominated in a currency other than United States dollars.

Unless the applicable prospectus supplement specifies otherwise, we do not intend to list the debt
securities on any securities exchange.

Other than the protections described in this prospectus and in the prospectus supplement, holders of debt
securities would not be protected by the covenants in the Indenture from a highly -leveraged transaction.
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Subordination

The Indenture relating to the subordinated debt securities states that, unless otherwise provided in a
supplemental indenture or a board resolution or officers' certificate establishing a series of debt securities, the
debt securities will be subordinate to all senior debt. This is true whether the senior debt is outstanding as of
the date of the Indenture or is incurred afterwards. The balance of the information under this heading assumes
that a supplemental indenture or a board resolution results in a series of debt securities being subordinated
obligations.

The Indenture states that we cannot make payments of principal, premium, of interest on the subordinated
debt if:

the principal, premium or interest on senior debt is not paid when due and the applicable grace period for the
default has ended and the default has not been cured or waived, or

the maturity of any senior debt has been accelerated because of a default.

The Indenture provides that we must pay all senior debt in full before the holders of the subordinated debt
securities may receive or retain any payment if we make any payment to our creditors or our assets are
distributed to our creditors, with certain exceptions, upon any of the following:

dissolution,

winding up;

liquidation:

reorganization, whether voluntary or involuntary,

bankruptcy.

insolvency

receivership, or

any other proceedings.

The Indenture provides that when all amounts owing on the senior debt are paid in full, the holders of the
subordinated debt securities will be subrogated to the rights of the holders of senior debt to receive payments
or distributions applicable to senior debt.

The Indenture defines senior debt as the principal, premium, interest and any other payment due under any
of the following, whether outstanding at the date of the Indenture or thereafter incurred, created or assumed:

all of our debt evidenced by notes, debentures, bonds, or other securities we sell for money,

all debt of others of the kinds described in the preceding bullet point that we assume or guarantee in any
manner, and

all renewals, extensions, or refundings of debt of the kinds described in either of the two preceding bullet
points.



However, the preceding will not be considered senior debt if the document creating the debt or the
assumption or guarantee of the debt states that it is not superior to or that it is on equal footing with the
subordinated debt securities.
The Indenture does not limit the aggregate amount of senior debt that we may issue.
Form, Exchange, and Transfer

Each series of debt securities will be issuable only in fully registered form and without coupons. In
addition, unless otherwise specified in a prospectus supplement, the debt securities will be issued in
denominations of $1,000 and multiples of $1 ,000. We, the trustee, and any of our agents may treat the
registered holder of a debt security as the absolute owner for the purpose of making payments, giving notices,
and for all other purposes.
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The holders of debt securities may exchange them for any other debt securities of the same series, in
authorized denominations and equal principal amount. However, this type of exchange will be subject to the
terms of the Indenture and any limitations that apply to global securities.

A holder may transfer debt securities by presenting the endorsed security at the office of a security
registrar or transfer agent we designate. The holder will not be charged for any exchange or registration of
transfer, but we may require payment lo cover any lax or other governmental charge iii connection with the
transaction. We have appointed the trustee under each Indenture as security registrar. A prospectus supplement
will name any transfer agent we designate for any debt securities if different from the security registrar. We
may designate additional transfer agents or rescind the designation of any transfer agent or approve a change in
the office through which any transfer agent acts at any time, except that we will maintain a transfer agent in
each place of payment for debt securities.

If the debt securities of any series and/or specified tenor are to be redeemed, we will not be required to do
any of the following:

issue, register the transfer of, or exchange any debt securities of that series and/or tenor beginning 15 days
before the day of mailing of a notice of redemption of any such debt security that may be selected for
redemption and ending at the close of business on the day of the mailing, or

register the transfer of or exchange any debt security selected for redemption, except for the unredeemed
portion of a debt security that is being redeemed in part.

Payment and Paying Agents

Unless otherwise indicated in the applicable prospectus supple rent, we will pay interest on a debt
security on any interest payment date to the person in whose name the debt security is registered on the regular
record date for such interest payment date.

Unless otherwise indicated in the applicable prospectus supplement, the principal, premium, and interest
on the debt securities of a particular series will be payable at the office of the paying agents that we may
designate. However, we may pay any interest by check mailed to the address, as it appears in the security
register, of the person entitled to that interest. Also, unless otherwise indicated in the applicable prospectus
supplement, the corporate trust office of the trustee will be our sole paying agent for payments with respect to
debt securities of each series. Any other paying agent that we initially designate for the debt securities of a
particular series will be named in the applicable prospectus supplement. We may at any time designate
additional paying agents or rescind the designation of any paying agent or approve a change in the office
through which any paying agent acts, except that we will maintain a paying agent in each place of payment for
the debt securities of a particular series.

All money that we pay to a paying agent for the payment of the principal, premium, or interest on any
debt security that remains unclaimed at the end of two years after the principal. premium, or interest has
become due and payable will be repaid to us, and the holder of the debt security may look only to us for
payment.
Consolidation, Merger, and Sale of Assets



Unless otherwise indicated in the applicable prospectus supplement, we may not:

consolidate with or merge into any other entity,

convey, transfer, Ol lease our properties and assets substantially as an entirety to any entity, or

permit any entity to consolidate with or merge into us or convey, transfer, or lease its properties and assets
substantially as an entirety to us,

unless the following conditions are met:

the successor entity is a corporation, partnership, unincorporated organization or trust organized and validly
existing under the laws of any domestic jurisdiction and assumes our obligations on the debt securities and
under the Indenture,
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immediately after giving effect to the transaction, no event of default, and no event which, after notice or lapse
of time or both, would become an event of default, shall have occurred and be continuing, and

other conditions are met.

Upon any such merger, consolidation, or transfer or lease of properties, the successor person will be
substituted for us under the Indenture, and, thereafter, except in the case of a lease, we will be relieved of all
obligations and covenants under the Indenture and the debt securities.
Events of Default

Each of the following will be an event of default under the Indenture with respect to debt securities of any
series:

our failure to pay principal of or any premium on any debt security of that series when due,

our failure to pay any interest on any debt securities of that series when due, and the continuance of that failure
for 30 days;

our failure to deposit any sinking fund payment. when due, in respect of any debt securities of that series,

our failure to perform any of our other covenants in the Indenture relating to that series and the continuance of
that failure for 90 days after written notice has been given by the trustee or the holders of at least 25% iii
principal amount of the outstanding debt securities of that series,

bankruptcy, insolvency, or reorganization events involving us, and

any other event of default for that series described in the applicable prospectus supplement.

If an event of default occurs and is continuing, other than an event of default relating to bankruptcy,
insolvency, or reorganization, either the trustee or the holders of at least 25% in aggregate principal amount of
the outstanding debt securities of the affected series may declare the principal amount of the debt securities of
that series to be due and payable immediately. In the case of any debt security that is an original issue discount
security, the trustee or the holders of at least 25% in aggregate principal amount of the outstanding debt
securities of that series may declare the portion of the principal amount of the debt security specified in the
terms of such debt security to be immediately due and payable upon an event of default.



If an event of default involving bankruptcy, insolvency, or reorganization occurs, the principal amount of
all the debt securities of the affected series will automatically, and without any action by the trustee or any
holder, become immediately due and payable. After any acceleration, but before a judgment or decree based on
acceleration, the holders of a majority in aggregate principal amount of the outstanding debt securities of that
series may rescind and annul the acceleration if all events of default, other than the non-payment of accelerated
principal, have been cured or waived as provided in the Indenture.

The trustee will be under no obligation to exercise any of its rights or powers under the Indenture at the
request or direction of any of the holders, unless the holders have offered the trustee reasonable security or
indemnity. The holders of a majority in principal amount of the outstanding debt securities of any series will
have the right to direct the time, method, and place of conducting any proceeding for any remedy available to
the trustee, or exercising any trust or power conferred on the trustee, with respect to the debt securities of that
series, provided that:

such direction shall not be in conflict with law or the Indenture,

the trustee may take any other action not inconsistent with such direction, and

subject to the provisions of the Indenture, the trustee may decline to follow such direction if it determines in
good faith that the proceedings so directed would involve the trustee in personal liability.

No holder of a debt security of any series will have any right to institute any proceeding under the
Indenture, or for the appointment of a receiver or a trustee, or for any other remedy under the Indenture,
unless:
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the holder has previously given the trustee written notice of a continuing event of default with respect to the
debt securities of that series,

the holders of at least 25% in aggregate principal amount of the outstanding debt securities of that series have

made written request, and the holder or holders have offered reasonable indemnity. to the trustee to institute
the proceeding as trustee, and

the trustee has failed to institute the proceeding, and has not received from the holders of a majority in
aggregate principal amount of the outstanding debt securities of that series a direction inconsistent with the
request within 60 days after the notice, request, and offer of indemnity.

The limitations provided above do not apply to a suit instituted by a holder of a debt security for the
enforcement of payment of the principal, premium, or interest on the debt security on or after the applicable
due date.

We are required to furnish to the trustee annually a certificate of various officers stating whether or not we
are in default in the performance or observance of any of the terms, provisions, and conditions of the Indenture
and, if so, specifying all known defaults.

Modification and Waiver

In limited cases, we and the trustee may make modifications and amendments to the Indenture without the
consent of the holders of any series of debt securities, including to cure any ambiguity, to correct or
supplement any provision in the Indenture that is defective or inconsistent with any other provision, or lo make
other provisions with respect to matters or questions arising under the Indenture, but such action shall not
adversely affect the interests of the holders of the debt securities of any series in any material respect. We and
the trustee may also make modifications and amendments to the Indenture with the consent of the holders of
not less than 662/3% in aggregate principal amount of the outstanding debt securities of each series affected by
the modification or amendment. However, without the consent of the holder of each outstanding debt security
affected, no modification or amendment may:



change the stated maturity of the principal of, or any installment of principal of or interest on, any debt
security,

reduce the principal amount of any debt security or the rate of interest thereon or any premium payable on
redemption thereof,

reduce the amount of principal of an original issue discount security or any other debt security payable upon
acceleration of the maturity of the security,

change the place or currency of payment of principal of, or any premium or interest on, any debt security ,

impair the right to institute suit for the enforcement of any payment on or with respect to any debt security, or

reduce the percentage in principal amount of outstanding debt securities of any series, the consent of whose
holders is required for modification or amendment of the Indenture or is necessary for waiver of compliance
with certain provisions of the Indenture or of certain defaults, or modify the provisions of the Indenture
relating to modification and waiver.

In general. compliance with certain restrictive provisions of the Indenture may be waived by the holders
of not less than 66%% in aggregate principal amount of the outstanding debt securities of any series. The
holders of a majority in aggregate principal amount of the outstanding debt securities of any series may waive
any past default under the Indenture, except:

a default in the payment of principal, premium, or interest, and

a default under covenants and provisions of the Indenture which cannot be amended without the consent of the
holder of each outstanding debt security of the affected series.

In determining whether the holders of the requisite principal amount of the outstanding debt securities
have given or taken any direction, notice, consent, waiver, Ol other action under the Indenture as of any date:
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.

the principal amount of an outstanding original issue discount security will be the amount of the principal that
would be due and payable upon acceleration of the maturity on that date,

if the principal amount payable at the stated maturity of a debt security is not determinable, the principal
amount of the outstanding debt security will be an amount determined in the manner prescribed for in the debt
security, and

the principal amount of an outstanding debt security denominated in one or more foreign currencies will be the
U.S. dollar equivalent of the principal amount of the debt security or, in the case of a debt security described in
the previous bullet points above, the amount described in those bullet points.

If debt securities have been fully defeased or if we have deposited money with the trustee to redeem debt
securities. they will not be considered outstanding.

Except in limited circumstances, we will be entitled to set any day as a record date for the purpose of
determining the holders of outstanding debt securities of any series entitled to give or take any direction,
notice, consent, waiver, or other action under the Indenture. In limited circumstances, the trustee will be
entitled to set a record date for action by holders. If a record date is set for any action to be taken by holders of
a particular series, the action may be taken only by persons who are holders of outstanding debt securities of



that series on the record date. To be effective, the action must be taken by holders of the requisite principal
amount of the debt securities within a specified period following the record date. For any particular record
date, this period will be 180 days or any other shorter period that we may specify. The period may be
shortened or lengthened. but not beyond 180 days.
Defeasance and Covenant Defeasance

We may elect to have the provisions of the Indenture relating to defeasance and discharge of indebtedness,
or defeasance of restrictive covenants in the Indenture, applied to the debt securities of any series, or to any
specified part of a series. The prospectus supplement used in connection with the offering of any debt
securities will state whether we have made these elections for that series.
Defeasance and Discharge

We will be discharged from all of our obligations with respect to the debt securities of a series if we
deposit with the trustee money in an amount sufficient to pay the principal. premium, and interest on the debt
securities of that series when due in accordance with the terms of the indenture and the debt securities. We can
also deposit securities that will provide the necessary monies. However, we will not be discharged from the
obligations to exchange or register the transfer of debt securities, to replace stolen, lost, or mutilated debt
securities, to maintain paying agencies, and to hold monies for payment in trust. The defeasance or discharge
may occur only if we satisfy certain requirements, including that we deliver to the trustee an opinion of
counsel stating that we have received from, or there has been published by, the United States Internal Revenue
Service a ruling, or there has been a change in tax law, in either case to the effect that holders of such debt
securities:

will not recognize gain or loss for federal income tax purposes as a result of the deposit, defeasance, and
discharge, and

will be subject to federal income tax on the same amount. in the same manner, and at the same times as would
have been the case in the deposit, defeasance, and discharge were not to occur.

Defeasance of Covenants

We may elect to omit compliance with restrictive covenants in the Indenture and any additional covenants
that may be described in the applicable prospectus supplement for a series of debt securities. This election will
preclude some actions from being considered defaults under the Indenture for the applicable series. in order to
exercise this option, we will be required to deposit, in trust for the benefit of the holders of debt securities,
funds in an amount sufficient to pay the principal, premium and interest on the debt securities of the applicable
series. We may also deposit securities that will provide the necessary monies. We will also be required to
satisfy certain requirements, including that we deliver to the trustee an opinion of
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counsel to the effect that holders of the debt securities will not recognize gain or loss for federal income tax
purposes as a result of such deposit and defeasance of certain obligations and will be subject to federal income
tax on the same amount, in the same manner and at the same times as would have been the case if the deposit
and defeasance were not to occur. If we exercise this option with respect to any debt securities and the debt
securities are declared due and payable because of the occurrence of any event of default. the amount of funds
deposited in trust would be sufficient to pay amounts due on the debt securities at the time of their respective
stated maturities but may not be sufficient to pay amounts due on the debt securities on any acceleration
resulting from an event of default. In that case, we would remain liable for the additional payments.
Governing Law

The law of the State of New York will govern the Indenture and the debt securities.
Global Securities

Some or all of the debt securities of any series may be represented, in whole or in part, by one or more
global securities, which will have an aggregate principal amount equal to that of the debt securities they
represent. We will register each global security in the name of a depositary or nominee identified in a



prospectus supplement and deposit the global security with the depositary or nominee. Each global security
will bear a legend regarding the restrictions on exchanges and registration of transfer referred to below and
other matters specified in a supplemental indenture to the Indenture.

No global security may be exchanged for debt securities registered, and no transfer of a global security
may be registered, in the name of any person other than the depositary for the global security or any nominee
of the depositary, unless:

the depositary has notified us that it is unwilling or unable to continue as depositary for the global security or
has ceased to be a clearing agency registered under the Exchange Act,

an event of default has occurred and is continuing with respect to the debt securities represented by the global
security: or

any other circumstances exist that may be described in the applicable supplemental indenture and prospectus
supplement.

We will register all securities issued in exchange for a global security or ally portion of a global security
in the names specified by the depositary.

As long as the depositary or its nominee is the registered holder of a global security, the depositary or

nominee will be considered the sole owner and holder of the global security and the debt securities that it
represents. Except in the limited circumstances referred to above, owners of beneficial interests in a global
security will not:

be entitled to have the global security or debt securities registered in their names,

receive or be entitled to receive physical delivery of certificated debt securities in exchange for a global
security, and

be considered to be the owners or holders of the global security or any debt seculities for any purpose under
the Indenture.

We will make all payments of principal, premium, and interest on a global security to the depositary or its
nominee. The laws of some jurisdictions require that purchasers of securities take physical delivery of
securities in definitive form. These laws make it difficult to transfer beneficial interests in a global security.

Ownership of beneficial interests in a global security will be limited to institutions that have accounts
with the depositary or its nominee, referred to as "Participants," and to persons that may hold beneficial
interests through Participants. In connection with the issuance of any global security, the depositary will credit,
on its bookentry registration and transfer system, the respective principal amounts of debt securities

represented by the global security to the accounts of its Participants, Ownership of beneficial interests in a

12

TABLE OF CONTENTS

global security will only be shown on records maintained by the depositary or the Participant. Likewise, the
transfer of ownership interests will be effected only through the same records. Payments, transfers. exchanges,
and other matters relating to beneficial interests in a global security may be subject to various policies and
procedures adopted by the depositary from time to time. Neither we, the trustee, nor any of our agents will
have responsibility or liability for any aspect of the depositary's or any Participants records relating to, or for
payments made on account of, beneficial interests in a global security, or for maintaining, supervising, or
reviewing any records relating to the beneficial interests.
Regarding the Trustee

The Bank of New York Mellon Trust Company, N.A., successor to The Bank of New York Mellon
(formerly known as The Bank of New York), is the trustee under our Indentures relating to the senior debt
securities and the subordinated debt securities. It or its affiliate, The Bank of New York Mellon, is also the



trustee under certain indentures covering securities issued by us, our affiliates or on our or their behalf. We and
our affiliates maintain normal commercial and banking relationships with The Bank of New York Mellon Trust
Company, N.A. and/or its affiliates. In the future, The Bank of New York Mellon Trust Company, N.A. and/or
its affiliates may provide banking, investment and other services to us and our affiliates.

DESCRIPTION OF PINNACLE WEST PREFERRED STOCK
Pinnacle West may issue, from time to time, shares of one or more series of its preferred stock. When we

use the terms "we," "us," "our," and like terms in this description, we are referring to Pinnacle West. The
following description sets forth certain general terms and provisions of the preferred stock to which any
prospectus supplement may relate. The particular terms of any series of preferred stock and the extent, if any,
to which these general provisions may apply to the series of preferred stock offered will be des cribed in the
prospectus supplement relating to that preferred stock.

The following summary of provisions of the preferred stock does not purport to be complete and is subject
to, and is qualified in its entirety by reference to, the provisions of our articles of incorporation, bylaws, and
the amendment to our articles relating to a specific series of the preferred stock (the "statement of preferred
stock designations"), which will be in the form filed as an exhibit to, or incorporated by reference in, the
registration statement of which this prospectus is a part. Before investing in any series of our preferred stock,
you should read our articles and bylaws.
General

Under our articles of incorporation, we have the authority to issue up to 10,000,000 shares of preferred
stock. As of April 20, 2018, no shares of preferred stock were outstanding. Our Board of Directors is
authorized to issue shares of preferred stock iii one or more series and to fix for each series voting powers and
those preferences and relative, participating, optional or other special rights and those qualifications,
limitations or restrictions as are permitted by the Arizona Business Corporation Act (the "ABCA"). For a
description of provisions in our articles and bylaws or under Arizona law that could delay, defer or prevent a
change in control, see "Description of Pinnacle West Common Stock-Certain Anti-takeover Effects."

Our Board of Directors is authorized to determine the terms for each series of preferred stock, and the
prospectus supplement will describe the terms of any series of preferred stock being offered, including:

the designation of the shares and the number of shares that constitute the series,

the dividend rate (or the method of calculation thereof), if any, on the shares of the series and the priority as to
payment of dividends with respect to other classes or series of our capital stock,

the dividend periods (or the method of calculation thereof),

the voting rights of the shares,

the liquidation preference and the priority as to payment of the liquidation preference with respect to other

classes or series of our capital stock and any other rights of the shares of the series upon our liquidation or
winding up;
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whether and on what terms the shares of the series will be subject to redemption or repurchase at our option or
at the option of the holders thereof,

whether and on what terms the shares of the series will be convertible into or exchangeable for other securities,

whether the shares of the series of preferred stock will be listed on a securities exchange,



any special United States federal income tax considerations applicable to the series; and

the other rights and privileges and any qualifications, limitations or restrictions of the rights or privileges of
the series.

Dividends

Holders of shares of preferred stock will be entitled to receive, when and as declared by our Board of
Directors out of our funds legally available therefor, a cash dividend payable at the dates and at the rates, if
any, per share as set forth in the applicable prospectus supplement.
Convertibility

No series of preferred stock will he conveitible into, or exchangeable for, other securities or property
except as set forth in the applicable prospectus supplement.
Redemption and Sinking Fund

No series of preferred stock will be redeemable or receive the benefit of a sinking fund except as set forth
in the applicable prospectus supplement.
Liquidation Rights

Unless otherwise set forth in the applicable prospectus supplement, in the event of our liquidation,
dissolution or winding up, the holders of shares of each series of preferred stock are entitled to receive
distributions out of our assets available for distribution to shareholders, before any distribution of assets is
made to holders of (i) any other shares of preferred stock ranking junior to that series of preferred stock as to
rights upon liquidation and (ii) shares of common stock. The amount of liquidating distributions received by
holders of preferred stock will generally equal the liquidation preference specified in the applicable prospectus
supplement for that series of preferred stock. plus any dividends accrued and accumulated but unpaid to the
date of final distribution. The holders of each series of preferred stock will not be entitled to receive the
liquidating distribution of, plus such dividends on, those shares until the liquidation preference of any shares of
our capital stock ranking senior to that series of the preferred stock as to the rights upon liquidation shall have

been paid of set aside for payment in full.
If upon our liquidation, dissolution or winding up, the amounts payable with respect to the preferred

stock, and any other preferred stock ranking as to any distribution on a parity with the preferred stock are not
paid in full, then the holders of the preferred stock and the other parity preferred stock will share ratably in any
distribution of assets in proportion to the full respective preferential amount to which they are entitled. Unless
otherwise specified in a prospectus supplement for a series of preferred stock, after payment of the full amount
of the liquidating distribution to which they are entitled, the holders of shares of preferred stock will not be
entitled to any further participation in any distribution of our assets. Neither a consolidation or merger of us
with another corporation not a sale of securities shall be considered a liquidation. dissolution or winding up of
us.

Voting Rights

The holders of each series of preferred stock we may issue will have no voting rights, except as required
by law and as described below or in the applicable prospectus supplement. Our Board of Directors may, upon
issuance of a series of preferred stock, grant voting rights to the holders of that series, including rights to elect
additional board members if we fail to pay dividends in a timely fashion.
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Arizona law provides for certain voting rights for holders of a class of stock, even if the stock does not
have other voting rights. Thus, the holders of all shares of a class would be entitled to vote on any amendment
to our articles of incorporation that would:

increase or decrease the aggregate number of authorized shares of the class,

effect an exchange or reclassification of all or part of the shares of the class into shares of another class,



effect an exchange or reclassification, or create the right of exchange of all or part of the shares of another
class into shares of the class,

change the designations, rights, obligations, preferences, or limitations of all or part of the shares of the class,

change the shares of all Ol part of the class into a different number of shares of the same class,

create a new class of shares having rights or preferences with respect to distributions or to dissolution that are
prior, superior or substantially equal to the shares of the class,

increase rights, preferences or number of authorized shares of any class that, after giving effect to the
amendment, have rights or preferences with respect to distributions or to dissolution that are prior, superior or
substantially equal to the shares of the class,

limit or deny an existing preemptive right of all or part of the class, and

cancel or otherwise affect rights to distributions or dividends that have accumulated but have not yet been
declared on all or part of the shares of the class.

If the proposed amendment would affect a series of the class. but not the entire class, in one or more of
the ways described in the bullets above, then the shares of the affected series will have the right to vote 0\l the
amendment as a separate voting group. However, if a proposed amendment that would entitle two or more
series of the class to vote as separate voting groups would affect those series in the same or a substantially
similar way, the shares of all the series so affected must vote together as a single voting group on the proposed
amendment.

Unless the articles of incorporation, Arizona law or the Board of Directors would require a greater vote or
unless the articles or Arizona law would require a different quorum, if an amendment to the articles would
allow the preferred stock or one or more series of the preferred stock to vote as voting groups. the vote
required by each voting group would be:

a majority of the votes entitled to be cast by the voting group, if the amendment would create dissenters' rights
for that voting group, and

in any other case, if a quorum is present in person or by proxy consisting of a majority of the votes entitled to
be cast on the matter by the voting group, the votes cast by the voting group in favor of the amendment must
exceed the votes cast against the amendment by the voting group.

Arizona law may also require that the preferred stock be entitled to vote on certain other extraordinary
transactions.
Miscellaneous

The holders of our preferred stock will have no preemptive rights. All shares of preferred stock being
offered by the applicable prospectus supplement will be fully paid and not liable to further calls or assessment
by us. If we should redeem or otherwise reacquire shares of our preferred stock, then these shares will resume
the status of authorized and unissued shares of preferred stock undesignated as to series, and will be available
for subsequent issuance. There are no restrictions on repurchase or redemption of the preferred stock while
there is any arrearage on sinking fund installments except as may be set forth in an applicable prospectus
supplement. Payment of dividends on any series of preferred stock may be restricted by loan agreements,
indentures and other transactions entered into by us. Any material contractual restrictions on dividend
payments that exist at the time of the offer of any preferred stock will be described or incorporated by
reference in the applicable prospectus supplement.
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When we offer to sell a series of preferred stock, we will describe the specific terms of the series iii the
applicable prospectus supplement. If any particular terms of a series of preferred stock described in a
prospectus supplement differ from any of the terms described in this prospectus, then the terms described in
the applicable prospectus supplement will be deemed to supersede the terms described in this prospectus.
No Other Rights

The shares of a series of preferred stock will not have any preferences, voting powers or relative,
participating, optional or other special rights except as set forth above or in the applicable prospectus
supplement, our articles of incorporation or the applicable statement of preferred stock designations or as
otherwise required by law.

Transfer Agent and Registrar

The transfer agent and registrar for each series of preferred stock will be designated in the applicable
prospectus supplement.

DESCRIPTION OF PINNACLE WEST COMMON STOCK
Pinnacle West may issue, from time to time, shares of its common stock, the general terms and provisions

of which arc summarized below. When we use the terms "we," "us," "our," and like terms in this description,
we are referring to Pinnacle West. This summary does not purport to be complete and is subject to, and is
qualified in its entirety by express reference to, the provisions of our articles of incorporation, our bylaws and
the applicable prospectus supplement.
Authorized Shares

Under our articles of incorporation, we have the authority to issue 150,000,000 shares of common stock.
Our Board of Directors has significant discretion to determine the timing, circumstances and purposes for
which the authorized shares of common stock available for issuance under our articles of incorporation may be
issued, including in the context of acquisitions or other strategic transactions.
Dividends

Subject to any preferential rights of any series of preferred stock, holders of shares of common stock will
be entitled to receive dividends on the stock out of assets legally available for distribution when. as and if
declared by our Board of Directors. The payment of dividends on the common stock will be a business
decision to be made by our Board of Directors from time to time based upon results of our operations and our

financial condition and any other factors that our Board of Directors considers relevant. Payment of dividends
on the common stock may be restricted by loan agreements. indentures and other transactions entered into by
Lis from time to time. Any material contractual restrictions on dividend payments that exist at the time of the
offer of any common stock will be described in the applicable prospectus supplement. In addition, our
principal income consists of dividends paid to its by our subsidiaries, primarily APS. APS'sability to pay
dividends could be limited or restricted from time to time by loan agreements, indentures and other
transactions or by law or regulatory authorities.
Voting Rights

Holders of common stock are entitled to one vote per share on all matters voted on generally by the
shareholders. Arizona law provides for cumulative voting for the election of directors. As a result, any
shareholder may cumulate his or her votes by casting them all for any one director nominee or by distributing
them among two or more nominees. This may make it easier for minority shareholders to elect a director.
Liquidation Rights

Subject to any preferential rights of any series of preferred stock, holders of shares of common stock are
entitled to share ratably in our assets legally available for distribution to our shareholders in the event of our
liquidation, dissolution or winding up.
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Absence of Other Rights or Assessments

Holders of common stock have no preferential, preemptive, conversion or exchange rights. When issued
in accordance with our articles of incorporation and law, shares of our common stock being offered by the
applicable prospectus supplement will be fully paid and not liable to further calls or assessment by us.



Transfer Agent and Registrar

Computershare Trust Company, N. A. is the transfer agent and registrar for the common stock.
Preferred Stock

Our Board of Directors has the authority, without any further action by our shareholders, to issue from
time to time up to 10,000,000 shares of preferred stock, in one or more series, and to fix the designations,
preferences, rights, qualifications, limitations and restrictions thereof, including voting rights, dividend rights,
dividend rates, conversion rights, terms of redemption, redemption prices, liquidation preferences and the
number of shares constituting any series. The issuance of preferred stock with voting rights could have an
adverse effect on the voting power of holders of common stock by increasing the number of outstanding shares
having voting rights. In addition, if our Board of Directors authorizes preferred stock with conversion rights,
the number of shares of common stock outstanding could potentially be increased up to the authorized amount.
The issuance of preferred stock could decrease the amount of earnings and assets available for distribution to
holders of common stock. Any such issuance could also have the effect of delaying, deterring or preventing a
change in control offs. See also "Description of Pinnacle West Preferred Stock" above.
Certain Anti-takeover Effects

General. Certain provisions of our articles of incorporation, out bylaws, and Arizona law may have an
anti-takeover effect and may delay or prevent a tender offer or other acquisition transaction that a shareholder
might consider to be in his or her best interest. The summary of the provisions of our articles, bylaws and
Arizona law set forth below does not purport to be complete and is qualified in its entirety by reference to our
articles, bylaws and Arizona law.

Business Combinations. Arizona law and our bylaws restrict a wide range of transactions (collectively,
"business combinations") between us or, in certain cases, one of our subsidiaries, and an interested
shareholder. An "interested shareholder" is:

any person who beneficially owns, directly or indirectly. 10% or more of our outstanding voting power, or

any of our affiliates or associates who at any lime within the prior three years was such a beneficial owner.

The statute defines "business combinations" to include, with certain exceptions:

mergers, consolidations and share exchanges with an interested shareholder,
.

any sale, lease, exchange, mortgage, pledge, transfer or other disposition of assets to an interested shareholder,
representing 10% or more of (i) the aggregate market value of all of our consolidated assets as of the end of the
most recent fiscal quarter, (ii) the aggregate market value of all our outstanding shares, or (iii) our consolidated

revenues or net income for the four most recent fiscal quarters,
.

the issuance or transfer of shares of stock having an aggregate market value of 5% or more of the aggregate
market value of all of our outstanding shares to an interested shareholder,

the adoption of a plan or proposal for our liquidation or dissolution or reincorporation in another state or
jurisdiction pursuant to an agreement or arrangement with an interested shareholder,
.

corporate actions, such as stock splits and stock dividends, and other transactions, in each case resulting in an
increase in the proportionate share of the outstanding shares of any series or class of stock of us or any of our
subsidiaries owned by an interested shareholder, and
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the receipt by an interested shareholder of the benefit (other than proportionately as a shareholder) of any
loans, advances, guarantees, pledges or other financial assistance or any tax credits or other tax advantages
provided by or through us or any of our subsidiaries.

Arizona law and our bylaws provide that, subject to certain exceptions. we may not engage in a business
combination with an interested shareholder or authorize one of our subsidiaries to do so, for a period of
three years after the date on which the interested shareholder first acquired the shares that qualify such person
as an interested shareholder (the "share acquisition date"), unless either the business combination or the
interested shareholder's acquisition of shares on the share acquisition date is approved by a committee of our
Board of Directors (comprised solely of disinterested directors or other disinterested persons) prior to the
interested shareholder's share acquisition date.

in addition, after such threeyear period, Arizona law and our bylaws prohibit us from engaging in any
business combination with an interested shareholder, subject to certain exceptions, unless:

the business combination or acquisition of shares by the interested shareholder on the share acquisition date
was approved by our Board of Directors prior to the share acquisition date,

the business combination is approved by holders of a majority of oLlr outstanding shares (excluding shares
beneficially owned by the interested shareholder) at a meeting called after such threeyear period, or

the business combination satisfies specified price and other requirements.

Anti-Green/nail Provisions. Arizona law and our bylaws prohibit us from purchasing any shares of our
voting stock from any beneficial owner (or group of beneficial owners acting together) of more than 5% of the
voting power of our outstanding shares at a price per share in excess of the average closing sale price during
the 30 trading days preceding the purchase or if the person or persons have commenced a tender offer or
announced an intention to seek control of us. during the 30 trading days prior to the commencement of the
tender offer or the making of the announcement, if the 5% beneficial owner has beneficially owned the shares
to be purchased for a period of less than three years, unless:

holders of a majority of our voting power (excluding shares held by the 5% beneficial owner or by any of our
officers and directors) approve the purchase, or

we make the repurchase offer available to all holders of the class or series of securities to be purchased and to
all holders of other securities convertible into that class or series.

Control Share' Acquisition Statute. Under Arizona law, a control share acquisition is an acquisition,
subject to certain exceptions, by a beneficial owner that would result in the owner having a new range of
voting power within any of the following ranges: (i) at least 20% but less than 331/%%; (ii) at least 331/2% but
less than or equal to 50%; or (iii) more than 50%. Through a provision in our bylaws, we have opted out of the
Arizona statutory provisions regulating control share acquisitions. As a result, potential acquirers are not
subject to the limitations imposed by that statute.

Special Meetings Qf Sl1are/zolders. Our bylaws provide that, except as required by law, special meetings
of shareholders may be called by a majority of OllI Board of Directors, the Chairman of the Board, the
President, or shareholders who hold in the aggregate at least 25% of the voting power of the outstanding
capital stock of Pinnacle West ("Special Meeting Requesting Shareholders"). Special Meeting Requesting
Shareholders must meet certain qualifications and must submit a written request to the Corporate Secretary,
containing the information required by our bylaws. A request for a special meeting made by Special Meeting
Requesting Shareholders may be rejected if: (l) a meeting of shareholders that included an identical or
substantially similar item of business, as determined in good faith by our Board of Directors, was held not
more than 90 days before the Corporate Secretary received the request; (2) our Board of Directors has called or
calls for a meeting of shareholders to be held within 90 days after the Corporate Secretary receives the request
and our Board of Directors determines in good faith that the business to be conducted at such meeting includes
similar business to that stated in the request: or (3) the request relates to an item of business that is not a proper
subject for shareholder action under. or involves a violation of, applicable law.

Election and Removal QfDirecIors. Each member of our Board of Directors is elected annually to hold
office until the next annual meeting of the shareholders or until his or her earlier death. resignation or removal
or until his or her successor is duly elected and qualified.
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Our bylaws provide that any director Of the entire Board of Directors may be removed by vote of the
shareholders with or without cause, but only at a special meeting called for that purpose. if the votes cast in
favor of such removal exceed the votes cast against such removal. However, if less than the entire Board of
Directors is to be removed, no one director may he removed if the votes cast against the director's removal
would be sufficient to elect the director if then cumulatively voted at an election of directors.

Our bylaws provide that a director in an uncontested election who receives a greater number of votes cast
"withheld" for his or her election than "for" such election must tender his or her resignation to the Corporate
Governance Committee of our Board of Directors for consideration. The Corporate Governance Committee
will evaluate the director's tendered resignation. taking into account the best interest of Pinnacle West and its
shareholders and will recommend to our Board of Directors whether to accept or reject the resignation. Any
director tendering a resignation pursuant to this provision of our bylaws will not participate in any committee
or Board of Director consideration of his or her resignation.

Our bylaws grant our Board of Directors the exclusive power to increase the size of our Board of
Directors. Any such increase in the size of our Board of Directors, and the filling of any vacancy created
thereby, require action by a majority of the whole membership of our Board of Directors as comprised
immediately before such increase.

S/zarelzolder Proposals and Director Nominations. A shareholder can submit shareholder proposals and
nominate candidates for election to our Board of Directors in connection with our annual meeting if he or she
follows the advance notice and other relevant provisions set forth in our bylaws. With respect to director
nominations at an annual meeting not included in our proxy materials, shareholders must satisfy the provisions
set forth in our bylaws and submit written notice to the Corporate Secretary at least 180 days prior to the date
of the meeting. With respect to director nominations at an annual meeting to be included in our proxy
materials, shareholders must satisfy the provisions set forth in our bylaws and submit such nomination to the
Corporate Secretary not fewer than 120 nor more than 150 days prior to the first anniversary of the date that
we mailed our proxy statement for the prior year's annual meeting of shareholders. with respect to shareholder
proposals to bring other business before the annual meeting, shareholders must submit a written notice to the
Corporate Secretary not fewer than 90 nor more than 120 days prior to the first anniversary of the date of our
previous year's annual meeting of shareholders. However, if we have changed the date of the annual meeting
by more than 30 days from the date of the previous year's annual meeting, the written notice must be submitted
no earlier than 120 days before the annual meeting and not later than 90 days before the annual meeting or ten
days after the day we make public the date of the annual meeting.

A shareholder must also comply with all applicable laws in proposing business to be conducted and in
nominating directors. The notice provisions of the bylaws do not affect rights of shareholders to request
inclusion of proposals in oLlr proxy statement pursuant to Rule l 4a-8 of the Exchange Act.

Amendment to Articles of Incmyroration and Bylaws. Both the Board of Directors and the shareholders
must approve amendments to an Arizona corporation's articles of incorporation, except that the Board of
Directors may adopt specified ministerial amendments without shareholder approval. Unless the articles of
incorporation, Arizona law or the Board of Directors would require a greater vote or unless the articles of
incorporation or Arizona law would require a different quorum, the vote required by each voting group
allowed or required to vote on the amendment would be:

a majority of the votes entitled to be cast by the voting group, if the amendment would create dissenters' rights
for that voting group, and

in any other case, if a quorum is present in person or by proxy consisting of a majority of the votes entitled to
be cast on the matter by the voting group. the votes cast by the voting group in favor of the amendment must
exceed the votes cast against the amendment by the voting group.

The Board of Directors may amend or repeal the corporation's bylaws unless either: (i) the articles or
applicable law reserves this power exclusively to shareholders in whole or in part or (ii) the shareholders in
amending or repealing a particular bylaw provide expressly that the Board may not amend or repeal that bylaw.



An Arizona corporation's shareholders may amend or repeal the corporation's bylaws even though they may
also be amended or repealed by the Board of Directors. Our bylaws may not be amended or repealed
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without the vote of a majority of the Board of Directors then in office or the affirmative vote of a majority of
votes cast on the matter at a meeting of shareholders.

[.s5u(1nc(' 0/Addirional Shares. Our Board of Directors has the ability to issue additional shares of
common stock and shares of preferred stock and to determine the price and, with respect to preferred stock, the
other terms, including preferences and voting rights, of those shares without shareholder approval. See the
discussion above under the headings "Authorized Shares" and "Preferred Stock."

DESCRIPTION OF AFS UNSECURED DEBT SECURITIES
General

The following description highlights the general terms of the unsecured debt securities that APS may
offer. in this description, we will refer to the unsecured debt securities as "debt securities." When we use the
terms "we," "us," "our," and like terms in this description, we are referring to APS. When we offer debt
securities in the future, the prospectus supplement will explain the particular terms of those securities and the
extent to which any of these general provisions will not apply.

We can issue an unlimited amount of debt securities under the indenture listed below. We can issue debt
securities from time to time and in one or more series as determined by us. In addition, we can issue debt
securities of any series with terms different from the terms of debt securities of any other series and the terms
of particular debt securities within any series may differ from each other, all without the consent of the holders
of previously issued series of debt securities. If specified in a prospectus supplement relating to an offering of
debt securities, from time to time, without notice to, or the consent of, the existing holders of any series of debt
securities then outstanding, we may create and issue additional debt securities equal iii rank and having the
same maturity, payment terms, redemption features, and other terms as the debt securities of such series,
except for the issue date of the additional debt securities, the public offering price of the additional debt
securities, the payment of interest accruing prior to the issue date of the additional debt securities and (under
some circumstances) the first payment of interest following the issue date of the additional debt securities. The
additional debt securities may be consolidated and form a single series with previously issued debt securities
of the affected series.

The debt securities will be our direct, unsecured obligations. The debt securities may be issued in one or
more series under an Indenture, dated as of January 15, 1998, as amended from time to time, between The
Bank of New York Mellon Trust Company, N.A., successor to JPMorganChase Bank, N.A., formerly known
as The Chase Manhattan Bank, and us.

We have summarized the material provisions of the Indenture below. We have filed the Indenture as an
exhibit to the registration statement. You should read the Indenture in its entirety, including the definitions,
together with this prospectus and the prospectus supplement before you make any investment decision in our
debt securities.

You should refer to the prospectus supplement used in connection with the offering of any debt securities
for information about a series of debt securities, including:

title of the debt securities;

the aggregate principal amount of the debt securities or the series of which they are a part,

the date on which the debt securities mature,

the interest rate,

when the interest on the debt securities accrues and is payable,



the record dates for the payment of interest,

places where principal, premium, or interest will be payable,

periods within which, prices at which, and terms upon which we can redeem debt securities at our option,
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any obligation on our part to redeem or purchase debt securities pursuant to a sinking fund or at the option of

the holder,

denominations and multiples at which debt securities will be issued if other than $l,000,

any index or formula from which the amount of principal Ol any premium or interest may be determined,

any allowance for alternative currencies and determination of value,

whether the debt securities are defeasible under the terms of the Indenture,

whether we are issuing the debt securities as global securities,

any additional Of different events of default and any change in the right of the trustee or the holders to declare
the principal amount due and payable if there is any default,

any addition to or change in the covenants in the Indenture, and

any other terms.

We may sell the debt securities at a substantial discount below their principal amount. The prospectus
supplement may describe special federal income tax considerations that apply to debt securities sold at an
original issue discount or to debt securities that are denominated in a currency other than United States dollars.

We must obtain the approval of the ACC before incurring longterm debt. An ACC order dated
February 6, 2013 allows us to have approximately $5.1 billion in principal amount of long-term debt
outstanding at any one time, subject to the satisfaction of certain conditions, including the satisfaction of a
minimum common equity test and a debt service coverage test.

Unless the applicable prospectus supplement specifies otherwise, we do not intend to list the debt
securities on any securities exchange.

Other than the protections described in this prospectus and in the related prospectus supplement, holders
of debt securities would not be protected by the covenants in the Indenture from a highly-leveraged
transaction.
Form, Exchange, and Transfer

Each series of debt securities will be issuable only in fully registered form and without coupons. In
addition, unless otherwise specified in a prospectus supplement. the debt securities will be issued in
denominations of $1,000 and multiples of $ l ,000. We, the trustee, and any of our agents may treat the
registered holder of a debt security as the absolute owner for the purpose of making payments, giving notices,
and for all other purposes.

The holders of debt securities 1nay exchange them for any other debt securities of the same series, in
authorized denominations and equal principal amount. However, this type of exchange will be subject to the
terms of the Indenture and any limitations that apply to global securities.



A holder may transfer debt securities by presenting the endorsed security at the office of a security
registrar or transfer agent we designate. The holder will not be charged for any exchange or registration of
transfer, but we may require payment to cover any tax or other governmental charge in connection with the
transaction. We have appointed the trustee under the Indenture as security registrar. A prospectus supplement
will name any transfer agent we designate for any debt securities if different from the security registrar. We
may designate additional transfer agents or rescind the designation of any transfer agent or approve a change in
the office through which any transfer agent acts at any time, except that we will maintain a transfer agent in
each place of payment for debt securities.

If the debt securities of any series and/or specified tenor are to be redeemed, we will not be required to do
any of the following:
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issue, register the transfer of, or exchange any debt securities of that series and/or tenor beginning 15 days
before the day of mailing of a notice of redemption of any such debt security that may be selected for
redemption and ending at the close of business on the day of the mailing, of

register the transfer of or exchange any debt security selected for redemption, except for the unredeemed

portion of a debt security that is being redeemed in part.

Payment and Paying Agents

Unless otherwise indicated in the applicable prospectus supplement, we will pay interest on a debt
security on any interest payment date to the person in whose name the debt security is registered on the regular
record date for such interest payment date.

Unless otherwise indicated in the applicable prospectus supplement, the principal, premium, and interest
on the debt securities of a particular series will be payable at the office of the paying agents that we may
designate. However, we may pay any interest by cheek mailed to the address, as it appears in the security
register, of the person entitled to that interest. Also, unless oth erwise indicated in the applicable prospectus
supplement, the corporate trust office of the trustee will be our sole paying agent for payments with respect to
debt securities of each series. Any other paying agent that we initially designate for the debt securities of a
particular series will be named in the applicable prospectus supplement. We may at any time designate
additional paying agents or rescind the designation of any paying agent or approve a change in the office
through which any paying agent acts, except that we will maintain a paying agent in each place of payment for
the debt securities of a particular series.

All money that we pay to a paying agent for the payment of the principal. premium, or interest on any
debt security that remains unclaimed at the end of two years after the principal, premium, or interest has
become due and payable will be repaid to us, and the holder of the debt security may look only to us for
payment.
Consolidation, Merger, and Sale of Assets

Unless otherwise indicated in the applicable prospectus supplement, we may not:

consolidate with or merge into any other entity,

convey, transfer, or lease our properties and assets substantially as an entirety to any entity, or

permit any entity to consolidate with or merge into us or convey, transfer, or lease its properties and assets
substantially as an entirety to us,

unless the following conditions are met:



the successor entity is a corporation, partnership, unincorporated organization or trust organized and validly
existing under the laws of any domestic jurisdiction and assumes our obligations on the debt securities and
under the Indenture,

immediately after giving effect to the transaction, no event of default, and no event which, after notice or lapse
of time or both, would become an event of default, shall have occurred and be continuing, and

other conditions are met.

Upon any such merger, consolidation, or transfer or lease of properties, the successor person will be
substituted for us under the Indenture, and, thereafter, except in the case of a lease. we will be relieved of all
obligations and covenants under the Indenture and the debt securities.
Events of Detault

Each of the following will be an event of default under the Indenture with respect to debt securities of any
series:

our failure to pay principal of or any premium on any debt security of that series when due;
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our failure to pay any interest on any debt securities of that series when due, and the continuance of that failure
for 30 days,

our failure to deposit any sinking fund payment, when due, in respect of any debt securities of that series,

our failure to perform any of our other covenants in the Indenture relating to that series and the continuance of
that failure for 90 days after written notice has been given by the trustee or the holders of at least 25% in
principal amount of the outstanding debt securities of that series,

bankruptcy, insolvency, or reorganization events involving us, and

any other event of default for that series described in the applicable prospectus supplement.

If an event of default occurs and is continuing, other than an event of default relating to bankruptcy,
insolvency, or reorganization, either the trustee or the holders of at least 25% in aggregate principal amount of
the outstanding debt securities of the affected series may declare the principal amount of the debt securities of
that series to be due and payable immediately. in the case of any debt security that is an original is ue discount
security, the trustee or the holders of at least 25% in aggregate principal amount of the outstanding debt
securities of that series may declare the portion of the principal amount of the debt security specified in the

terms of such debt security to be immediately due and payable upon an event of default.
If an event of default involving bankruptcy, insolvency, or reorganization occurs, the principal amount of

all the debt securities of the affected series will automatically, and without any action by the trustee or any
holder, become immediately due and payable. After any acceleration, but before ajudgment or decree based on
acceleration, the holders of a majority in aggregate principal amount of the outstanding debt securities of that
series may rescind and annul the acceleration if all events of default, other than the non -payment of accelerated

principal, have been cured or waived as provided in the Indenture.
The trustee will be under no obligation to exercise any of its rights of powers under the Indenture at the

request Ol direction of any of the holders, unless the holders have offered the trustee reasonable security or
indemnity. The holders of a majority in principal amount of the outstanding debt securities of any series will

have the right to direct the time, method, and place of conducting any proceeding for any remedy available to



the trustee, or exercising any trust or power conferred on the trustee, with respect to the debt securities of that
series, provided that:

such direction shall not be in conflict with law or the Indenture,

the trustee may take any other action not inconsistent with such direction, and

subject to the provisions of the Indenture, the trustee may decline to follow such direction if it determines in

good faith that the proceedings so directed would involve the trustee in personal liability.

No holder of a debt security of any series will have any right to institute any proceeding under the
Indenture, or for the appointment of a receiver or a trustee, or for any other remedy under the Indenture,
unless:

the holder has previously given the trustee written notice of a continuing event of default with respect to the
debt securities of that series,

the holders of at least 25% in aggregate principal amount of the outstanding debt securities of that series have
made written request, and the holder or holders have offered reasonable indemnity, to the trustee to institute
the proceeding as trustee, and

the trustee has failed to institute the proceeding, and has not received from the holders of a majority in
aggregate principal amount of the outstanding debt securities of that series a direction inconsistent with the
request within 60 days after the notice, request, and offer of indemnity.

The limitations provided above do not apply to a suit instituted by a holder of a debt security for the
enforcement of payment of the principal, premium, or interest on the debt security on or after the applicable
due date.
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We are required to furnish lo the trustee annually a certificate of various officers stating whether or not we
are in default in the performance or observance of any of the terms, provisions, and conditions of the Indenture
and, if so. specifying all known defaults.
Modification and Waiver

In limited cases, we and the trustee may make modifications and amendments to the Indenture without the
consent of the holders of any series of debt securities, including to cure any ambiguity, to correct or
supplement any provision in the Indenture that is defective or inconsistent with any other provision, or to make
other provisions with respect to matters or questions arising under the Indenture, but such action shall not
adversely affect the interests of the holders of the debt securities of any series iii any material respect. We and
the trustee may also make modifications and amendments to the Indenture with the consent of the holders of
not less than 66%% in aggregate principal amount of the outstanding debt securities of each series affected by
the modification or amendment. However, without the consent of the holder of each outstanding debt security
affected, no modification or amendment may:

change the stated maturity of the principal of. or any installment of principal of or interest on, any debt
security;

reduce the principal amount of any debt security or the rate of interest thereon or any premium payable on
redemption thereof,



reduce the amount of principal of an original issue discount security or any other debt security payable upon
acceleration of the maturity of the security,

change the place or currency of payment of principal of. or any premium or interest on. any debt security,

impair the right to institute suit for the enforcement of any payment on or with respect to any debt security, or

reduce the percentage in principal amount of outstanding debt securities of any series, the consent of whose
holders is required for modification or amendment of the Indenture or is necessary for waiver of compliance
with certain provisions of the Indenture or of certain defaults, or modify the provisions of the Indenture
relating to modification and waiver.

In general, compliance with certain restrictive provisions of the Indenture may be waived by the holders
of not less than 66Y3% in aggregate principal amount of the outstanding debt securities of any serie The
holders of a majority in aggregate principal amount of the outstanding debt securities of any series may waive
any past default under the Indenture, except:

a default in the payment of principal, premium, or interest, and

a default under covenants and provisions of the Indenture which cannot be amended without the consent of the
holder of each outstanding debt security of the affected series.

In determining whether the holders of the requisite principal amount of the outstanding debt securities
have given or taken any direction, notice, consent, waiver, or other action under the Indenture as of any date:

the principal amount of an outstanding original issue discount security will be the amount of the principal that
would be due and payable upon acceleration of the maturity on that date,

if the principal amount payable at the stated maturity of a debt security is not determinable, the principal
amount of the outstanding debt security will be an amount determined in the manner prescribed for the debt
security. and

the principal amount of an outstanding debt security denominated iii one or more foreign currencies will be the
U.S. dollar equivalent of the principal amount of the debt security or, in the case of a de bt security described in
the previous bullet points above, the amount described in those bullet points.

If debt securities have been fully defeased or if we have deposited money with the trustee to redeem debt
securities, they will not be considered outstanding.
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Except in limited circumstances, we will be entitled to set any day as a record date for the purpose of
determining the holders of outstanding debt securities of any series entitled to give or take any direction.
notice, consent, waiver, or other action under the Indenture. In limited circumstances, the trustee will he
entitled to set a record date for action by holders. If a record date is set for any action to be taken by holders of
a particular series, the action may be taken only by persons who are holders of outstanding debt securities of
that series on the record date. To be effective, the action must be taken by holders of the requisite principal
amount of the debt securities within a specified period following the record date. For any particular record
date, this period will be 180 days or any other shorter period that we may specify. The period may be
shortened or lengthened, but not beyond 180 days.
Defeasance and Covenant Defeasance

We may elect to have the provisions of the Indenture relating to defeasance and discharge of indebtedness,
or defeasance of restrictive covenants in the Indenture, applied to the debt securities of any series, or to any



specified part of a series. The prospectus supplement used in connection with the offering of any debt
securities will state whether we have made these elections for that series.

DelCascmce and Discharge. We will be discharged from all of our obligations with respect to the debt
securities of a series if we deposit with the trustee money in an amount sufficient to pay the principal,
premium, and interest on the debt securities of that series when due in accordance with the terms of the
Indenture and the debt securities. We can also deposit securities that will provide the necessary monies.
However, we will not be discharged from the obligations to exchange or register the transfer of debt securities,
to replace stolen. lost, or mutilated debt securities, to maintain paying agencies. and to hold monies for
payment in trust. The defeasance or discharge may occur only if we satisfy certain requirements, including that
we deliver to the trustee an opinion of counsel stating that we have received from, or there has been published
by, the United States Internal Revenue Service a ruling, or there has been a change in tax law, in either case to
the effect that holders of such debt securities:

will not recognize gain or loss for federal income tax purposes as a result of the deposit. defeasance, and
discharge; and

will be subject to federal income tax on the same amount, in the same manner. and at the same times as would
have been the case if the deposit. defeasance, and discharge were not to occur.

Defeasance of Covenants. We may elect to omit compliance with restrictive covenants in the Indenture
and any additional covenants that may be described in the applicable prospectus supplement for a series of debt
securities. This election will preclude some actions from being considered defaults under the Indenture for the
applicable series. In order to exercise this option, we will be required to deposit, in trust for the benefit of the
holders of debt securities, funds in an amount sufficient to pay the principal, premium arid interest on the debt
securities of the applicable series. We may also deposit securities that will provide the necessary monies. We
will also be required to satisfy certain requirements, including that we deliver to the trustee an opinion of
counsel to the effect that holders of the debt securities will not recognize gain or loss for federal income tax
purposes as a result of such deposit and defeasance of certain obligations and will be subject to federal income
tax on the same amount, in the same manner and at the same times as would have been the case if the deposit
and defeasance were not to occur. If we exercise this option with respect to any debt securities and the debt
securities are declared due and payable because of the occurrence of any event of default, the amount of funds
deposited in trust would be sufficient to pay amounts due oil the debt securities at the time of their respective
stated maturities but may riot be sufficient to pay amounts due on the debt securities on any acceleration
resulting from an event of default. In that case, we would remain liable for the additional payments.
Governing Law

The law of the State of New York will govern the Indenture and the debt securities.
Global Securities

Some or all of the debt securities of ally series may be represented, in whole or in part, by one or more
global securities, which will have an aggregate principal amount equal to that of the debt securities they
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represent. We will register each global security in the name of a depositary or nominee identified in a
prospectus supplement and deposit the global security with the depositary or nominee. Each global security
will bear a legend regarding the restrictions on exchanges and registration of transfer referred to below and
other matters specified in a supplemental indenture to the Indenture.

No global security may be exchanged for debt securities registered, and no transfer of a global security
may be registered. in the name of any person other than the depositary for the global security or any nominee
of the depositary, unless:

the depositary has notified us that it is unwilling or unable to continue as depositary for the global security or
has ceased to be a clearing agency registered under the Exchange Act,



an event of default has occurred and is continuing with respect to the debt securities represented by the global
security, or

any other circumstances exist that may be described in the applicable supplemental indenture and prospectus
supplement.

We will register all securities issued in exchange for at global security or any portion of a global security
in the names specified by the depositary.

As long as the depositary or its nominee is the registered holder of a global security. the depositary or
nominee will be considered the sole owner and holder of the global security and the debt securities that it
represents. Except in the limited circumstances referred to above, owners of beneficial interests in a global
security will not:

be entitled to have the global security or debt securities registered in their names,

receive or be entitled to receive physical delivery of certificated debt securities in exchange for a global
security, and

be considered to be the owners or holders of the global security or any debt securities for any purpose under
the Indenture.

We will make all payments of principal, premium, and interest on a global security to the depositary or its
nominee. The laws of some jurisdictions require that purchasers of securities take physical delivery of
securities in definitive form. These laws make it difficult to transfer beneficial interests in a global security.

Ownership of beneficial interests in a global security will be limited to institutions that have accounts
with the depositary or its nominee, referred to as Participants, and to persons that may hold beneficial interests
through Participants. In connection with the issuance of any global security, the depositary will credit. on its
book-entry registration and transfer system, the respective principal amounts of debt securities represented by
the global security to the accounts of its Participants. Ownership of beneficial interests in a global security will
only be shown on records maintained by the depositary or the Participant. Likewise, the transfer of ownership
interests will be effected only through the same records. Payments, transfers, exchanges, and other matters
relating to beneficial interests in a global security may be subject to various policies and procedures adopted
by the depositary from time to time. Neither we, the trustee, nor any of our agents will have responsibility or

liability for any aspect of the depositary's or any Participant's records relating to, or for payments made on
account of, beneficial interests in a global security, or for maintaining, supervising, or reviewing any records
relating to the beneficial interests.
Regarding the Trustee

The Bank of New York Mellon Trust Company, N.A., successor to JPMorgan Chase Bank, N.A. (formerly
known as The Chase Manhattan Bank). is the trustee under the Indenture relating to the senior debt securities.
It or its affiliate, The Bank of New York Mellon, is also the trustee under certain indentures covering securities
issued by us, our affiliates or on our or their behalf. We and our affiliates maintain normal commercial and
banking relationships with The Bank of New York Mellon Trust Company, N.A. and/or its affiliates. In the
future, The Bank of New York Mellon Trust Company, N.A. and/or its affiliates may provide banking,
investment and other services to us and our affiliates.
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over financial reporting have been audited by Deloitte & Touche LLP, an independent registered public
accounting firm, as stated in their report, which is incorporated herein by reference. Such consolidated
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The consolidated financial statements of Arizona Public Service Company and the related financial
statement schedule, incorporated in this prospectus by reference from Arizona Public Service

Company's Annual Report on Form 10K, and the effectiveness of Arizona Public Service Company's
ihternal control over financial reporting have been audited by Deloitte & Touche LLP, an independent
registered public accounting firm, as stated in their report, which is incorporated herein by reference. Such
consolidated financial statements and financial statement schedule have been so incorporated in reliance upon
the report of such firm given upon their authority as experts in accounting and auditing.

LEGAL OPINIONS
The validity of the offered securities will be passed upon for Pinnacle West and APS by Jeffrey B.

Guldner, Executive Vice President, Public Policy and General Counsel of Pinnacle West and APS.
Mr. Guldner is regularly employed by Pinnacle West and APS. participates in various Pinnacle West employee
benefit plans under which he may receive shares of common stock and currently beneficially owns less than
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Pillsbury Winthrop Shaw Pittman LLP, 1540 Broadway, New York, New York 10036, will pass on certain
legal matters with respect to the offered securities for any underwriters. Jeffrey B. Guldner may rely as to all
matters of New York law upon the opinion of Pillsbury Winthrop Shaw Pittman LLP.

27

TABLE OF CONTENTS

$400,000,000

Gaps
Arizona Public Service Company

2.65% Notes due 2050
PROSPECTUS SUPPLEMENT

Joint BookRunning Managers

BofA Secun'ties Mizuho SecuritiesJ.P. Morgan US Bancorp

ScotiabankRBC Capital Markets
CoMarmgers

Academy Securities C.L. King & Associates

September 8, 2020



ARIZONA PUBLIC SERVICE COMPANY

DOCKET no. E-01345A-19-0236

SURREBUTTAL TESTIMONY

OF

JOHN CASSIDY, CRRA

ON BEHALF OF THE

RESIDENTIAL UTILITY CONSUMER OFFICE

DECEMBER 4, 2020



Surrebuttal Testimony of John A. Cassidy

Arizona Public Service Company

Docket No. E01345A19-0236

TABLE OF CONTENTS

Page

SUMMARY OF TESTIMONY AND 1

RUCO RESPONSE TO COMPANY'S COST OF CAPITAL WITNESS, Ms. ANNE E. BULKLEY 3

Ms. Bulkley's Constant Growth DCF

Ms. Bulkley's CAPM

Ms. Bulkley's Bond Yield Plus Risk Premium

CONCLUSION AND 13

ATTACHMENTS

Value Line Investment Survey Electric Proxy Attachment No. 1

Yahoo Analyst Estimates Attachment No. 2

EXHIBITS

JAC-APinnacle West Capital Structure as Reported by Value Line

SCHEDULES

Weighted Average Cost of Schedule JAC-1

Cost of Common Schedule JAC2

Discounted Cash Flow Model Schedule JAC-3

Capital Asset Pricing Schedule JAC4

Comparable Schedule JAC-5

Economic Indicators Schedule JAC6

RUCO Proxy Group - Common Equity Schedule JAC7

-i-



Surrebuttal Testimony of John A. Cassidy

Arizona Public Service Company

Docket No. E-01345A-190236

1 EXECUTIVE SUMMARY

RUCO recommends that the Commission adopt a 6.62 percent overall rate of return for
Arizona Public Service Company ("APS," or "Company"), based upon (i) a capital structure
comprised of 45.33 percent long-term debt and 54.67 percent common equity, (ii) the
Company's proposed 4.10 percent cost of long-term debt, and (iii) RUCO's recommended
8.70 percent cost of common equity, as shown below:

Weiqht
45.33 %
54.67 %

Weiqhted Cost
1.86 %
4.76 %

Cost
4.10 %

8.71 %

Long-Term Debt
Common Equity

Overall Rate of Return 6.62 %

RUCO obtained common equity cost estimates for a proxy group of twelve sample
companies employing three cost of equity estimation models: the Constant Growth
Discounted Cash Flow Model ("DCF"), the Capital Asset Pricing Model ("CAPM"), and the
Comparable Earnings Model ("CE"). The range of estimates obtained from each of the
three models employed by RUCO are as follows:

Ranqe

8.00%

7.70%

9.50%

Cost of Equity Estimation Model
Discounted Cash Flow ("DCF")
Capital Asset Pricing Model ("CAPM")
Comparable Earnings ("CE")

9.26% (8.63% mid-point)
7.80% (7.75% mid-point)
10.0% (9.75% mid-point)

RUCO's 8.70 percent recommended cost of equity represents a weighted cost rate
obtained by assigning a 40.00 percent weight to estimates obtained from the DCF and CE
models, and a 20.00 percent weight to estimates obtained from the CAPM, and reflects a
downward 20.00 basis point adjustment from RUCO's 8.90 percent indicated weighted cost
of common equity, as follows:

Indicated Cost
8.63 %

7.75 %

9.75 %

Weidht Factor
40.00 %
20.00 %
40.00 %

Weiqhted Cost
3.45%
1.55 %
3.90 %

Discounted Cash Flow
Capital Asset Pricing Model
Comparable Earnings

8.90 %

0.20 %

Average Cost of Equity 8.71 %

RUCO Indicated Weighted Cost of Common Equity

Less: RUCO Proposed Downward Adjustment

8.70 %RUCO Recommended Cost of Common Equity

RUCO's proposed downward 20 basis point adjustment to the cost of common equity is
made in recognition of the Company's demonstrated poor customer service. Support for
RUCO's proposed downward adjustment to the cost of equity, from 8.90 percent to 8.70
percent, is provided in surrebuttal testimony filed by RUCO Director, Mr. Jordy Fuentes.

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
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I will also demonstrate that the Company's reduced 10.00 percent proposed cost of equity
continues to significantly overstate APS' actual cost of equity for the following reasons:

• Ms. Bulkley employs the results of a Bond Yield Plus Risk Premium method to
corroborate the reasonableness of her DCF and CAPM results, and to inform her
ultimate ROE recommendation. However, Ms. Bulkley overstates the equity risk
premium component obtained in her analysis by improperly employing yields on the
30-year long-term Treasury bonds rather than Moody's Baa-rated corporate utility
bonds in her analysis.

•

1

2

3

4

5

6

7

8

9

10

11

12

13

14

Ms. Bulkley also employs the results of an Expected Earnings analysis to
corroborate the reasonableness of her DCF and CAPM results, and inform her
ultimate ROE recommendation. However, FERC has determined that rates
established based upon estimates obtained from the Expected Earnings model are
unjust and unreasonable.

• The results obtained from Ms. Bulkley's Constant Growth DCF analysis are
overstated through exclusive use of analysts' forecasts of EPS growth to estimate
the dividend growth rate.

15

16

17

18

19

20

2 1

22

23

1) The results obtained from Ms. Bulkley's CAPM analyses are overstated through
use of inflated estimates of the risk-free rate based on Blue Chip forecasts of
30-year Treasury yields.

_2_
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INTRODUCTION

Q. Please state your name, occupation, and business address.

A. My name is John A. Cassidy. I am a Public Utilities Analyst V with the Residential

Utility Consumers Office ("RUCO"). My business address is 1110 W. Washington

Street, Suite 220, Phoenix, AZ.

Q. Are you the same John A. Cassidy who previously filed direct cost of capital

testimony on behalf of RUCO in this proceeding

A. Yes, I am.

Please state the purpose of your testimony.Q.

A. The purpose of my Sur rebuttal Testimony is to present RUCO's updated cost of

capital recommendations for the establishment of a fair value rate of return for

Arizona Public Service Company ("APS" or "Company"). Additionally, twill respond

to the Rebuttal Testimony filed by the Company's cost of capital witness, Ms. Ann

E. Bulkley, and demonstrate that the 10.00 percent return on equity ("ROE") now

proposed by APS continues to overstate the Company's actual cost of common

equity.

SUMMARY OF TESTIMONY AND RECOMMENDATIONS

Briefly summarize RUCO's updated cost of capital recommendations.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q.

A. Based on the results of my updated cost of capital analysis, RUCO recommends

that the Commission adopt a 6.62 percent overall rate of return for the Company,

based upon (i) a capital structure comprised of 45.33 percent long-term debt and

54.67 percent common equity, (ii) the Company's proposed 4.10 percent cost of
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1

2

long-term debt, and (iii) RUCO's recommended 8.70 percent cost of equity, as

shown below:'
Cost

4.10 %

8.71 %

Weiqht

45.33 %
54.67 %

Weiqhted Cost

1.86 %
4.76 %

Long-Term Debt
Common Equity

Overall Rate of Return 6.62 %

3

4 RUCO obtained common equity cost estimates for a proxy group of twelve (12)

5 publicly-traded electric utility companies employing three cost of equity estimation

6

7

models: the Constant Growth DCF model, the CAPM, and the CE Model. The

range of estimates obtained from each model employed by RUCO are as follows:

8

Ranqe
8.00% - 9.26% (8.63% mid-point)
7.70% - 7.80% (7.75% mid-point)
9.50%-10.00'/0 (9.75% mid-point)

Cost of Equity Estimation Model
Discounted Cash Flow ("DCF")
Capital Asset Pricing Model ("CAPM")
Comparable Earnings ("CE")

9

10

11

The computation of RUCO's recommended 8.70 percent common equity cost rate

for APS is presented below:
Weidht

40.00 %
20.00 %
40.00 %

Cost Rate

8.63 %

7.75 %

9.75 %

Cost

3.45 %

1.55 %

3.90 %

Discounted Cash Flow (DCF)
Capital Asset Pricing Model (CAPM)
Comparable Earnings (CE)

8.71 %

8.90 0/,

Average Cost of Common Equity

RUCO Indicated Weighted Cost of Common Equity

Less: RUCO Proposed Downward Adjustment 0.20

%

RUCO Recommended Cost of Common Equity
8.71 %

0.20 %Less: RUCO Proposed Downward Adjustment12

13 8.70 %RUCO Recommended Cost of Common Equity

' See JAC Schedule 1
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As shown, RUCO's 8.70 percent recommended cost of equity represents a

weighted cost rate obtained by assigning a 40.00 percent weight to estimates

obtained from the DCF and CE models, and a 20.00 percent weight to estimates

obtained from the CAPM, and reflects a downward 20 basis point adjustment from

RUCO's 8.90 percent indicated weighted cost of common equity. RUCO's

proposed downward 20 basis point adjustment is made in recognition of the

Company's demonstrated poor customer service. Support for RUCO's proposed

20 basis point downward adjustment to the cost of equity, from 8.90 percent to 8.70

percent, is provided in surrebuttaI testimony filed by RUCO Director, Mr. Jordy

Fuentes.

RUCO RESPONSE TO COMPANY'S COST OF CAPITAL WITNESS, Ms. ANNE E.

BULKLEY

Q. As a preliminary matter, in rebuttal testimony Ms. Bulkley points out that no

mention was made in RUCO's direct testimony as to the rationale for

assigning a 40.00 percent weight to the results obtained from Mr. Cassidy's

Constant Growth DCF and Comparable Earnings analyses, and a 20.00

percent weight to the results obtained from his CAPM analysis.What is your

response to this issue?

A.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

RUCO elected to assign a 20.00 percent weighting to the results obtained from the

CAPM for the following two reasons:

22

23

24

25

26
27

1) The impact of the global Coronavirus Pandemic on the U.S. economy
is expected to keep interest rates low for an extended period of time,
and for this reason RUCO elected to give direct recognition to
estimates obtained from the CAPM in its recommended COE for the
Company, and

2 Bulkley Rebuttal, p.52.
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1

2

2) The beta coefficients for RUCO's proxy group of electric utilities have
recently risen.

3

4 Q.

5

In direct testimony, Ms. Bulkley employed a proxy group of fourteen (14)

electric utility companies. In updating her analyses in rebuttal testimony

does Ms. Bulkley employ the same proxy group of companies?

A.

6

7 No, she does not. For purposes of her updated cost of equity analyses, Ms. Bulkley

excludes the following four companies:3 FirstEnergy (FE), PPL Corporation (PPL),8

9 DTE Energy Company (DTE), and Southern Company (80)4 Thus, the updated

results obtained by Ms. Bulkley in rebuttal testimony from the Constant Growth10

11

12

DCF, CAPM, and Expected Earnings Analysis are derived from a proxy group

consisting of only ten (10) companies.

13

14 Q.

15

Briefly summarize Ms. Bulkley's updated cost of capital analyses and

recommendations.

A.16

17 10.00 percent, and its proposed Fair Value Increment

In rebuttal testimony, the Company lowered its proposed cost of common equity to

("FVl") cost rate to 0.80

percent.5 Ms. Bulkley asserts that because her updated range of results is 9.75

percent to 10.25 percent, the Company's proposed 10.00 percent ROE lies within

this range.6 The results of Ms. Bulkley's updated cost of equity estimation analyses

are summarized below:7

18

19

20

21

22

3 As discussed in my direct testimony, RUCO argued that inclusion of two of these companies, FirstEnergy
(FE) and PPL Corporation (PPL), in Ms. Bulkley's proxy group was inappropriate. See Cassidy Direct, pp.
3742.
For Ms. Bulkley's response, See Bulkley Rebuttal, p 55.
4 As noted in Rebuttal Testimony (p. 19, footnote 20), in updating her analysis Ms. Bulkley rescreened the
proxy companies she employed in Direct Testimony, and found that FE, PPL, DTE, and SO no longer met
her screening criteria. See also,
5 In direct testimony, Ms. Bulkley recommended adoption of a 10.15 percent cost of common equity, and a
1.00 percent FVI cost rate.
6 Bulkley Rebuttal, p.122, lines 11-13.
7 Bulkley Rebuttal, p. 19, Figure 3 - Summary of Updated Analytical Results.
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1 Constant Growth DCF

Mean Hiqh
10.05 %

9.94 %
9.76 %

Mean Low
8.52 %
8.41 %

8.23 %

Mean
9.20 %

9.08 %

8.91 %

30-Day Average Price
90-Day Average Price
180-Day Average Price

8.44 %7.55 % 9.29 %Projected Constant Growth DCF 8

Capital Asset Pricinq Model

Mean
ROE

Q4 '20 - Q4 '21
Projected Rf
Rate (1 .64%)

Current Rf
Rate (1 .42%)

2022 I 2026
Projected Rf
Rate (3.00%)

Market Return sourced from Bloomberg

11.23 %

11.93 %

11.27%
11.96%

11.52 %

12.13 %

11.34 %

12.01 %

CAPM - Bloomberg Beta
CAPM - Value Line Beta

Market Return sourced from the S&P Earninqs and Estimates Report

CAPM - Bloomberg Beta
CAPM - Value Line Beta

12.03 %

12.67 %

11.74 %

12.47 %

11.85 °/<>

12.55 °/<>

11.78 %

12.50 %

Bond Yield Plus Risk Premium

Bond Yield Plus Risk Premium 9.96 %9.38 % 9.54 %9.29 %

Expected Earninqs Analysis

Mean ROE -- Value Line 2023-2025 10.05 %

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

33

34

35

36

37

38

As shown, the results obtained from Ms. Bulkley's updated Constant Growth DCF

analyses range from 8.23 percent to 10.05 percent (mid-point 9.14 percent), while

estimates obtained from her Projected Constant Growth DCF analysis range from

7.55 percent to 9.29 percent (mid-point 8.42 percent).9

39

8 The results of Ms. Bulkley's updated Projected Constant Growth DCF analysis are presented in
Attachment AEB-2RB (Page 1 of 1).

9 Ms. Bulkley excludes DCF results obtained below 7.00 percent on grounds that such returns fail to
provide equity investors a sufficient risk premium above the long-term debt cost.
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10

1

2

3

Ms. Bulkley's updated CAPM analysis incorporates estimates sourced from both (i)

Bloomberg, and (ii) the S&P Earnings and Estimate Report.*1 The inputs

employed by Ms. Bulkley in her updated CAPM analyses include the following:

.

•

4

5

6

7

8

•

9

10

11

12

13

14

15

16

17

Sample average Beta coefficients for her proxy companies obtained from
Bloomberg (0.817) and Value Line (0.875),12
Three measures of the risk-free (Rf) rate based on the 30-year Treasury
bond yield:
(i) a 1.42 percent current 30-day average yield,
(ii) a 1.64 percent Blue Chip forecasted rate covering the period, Q4

2020 - Q4 2021, and
(iii) a 3.00 percent Blue Chip 5-year projected yield covering the period,

2022 .- 2026.
Three measures of the Implied Market Risk Premium (MRP):13
(i) 12.63 percent (to accompany the 1.42 percent current yield),
(ii) 12.41 percent (to accompany the 1.64 percent forecasted yield), and
(iii) 11.05 percent (to accompany the 3.00 percent forecasted yield)

As shown, CAPM estimates from Bloomberg sources range from 11.23 percent

to 12.13 percent (mid-point 11.68 percent), while CAPM estimates from S&P

18

19

20

21

22

Earnings and Estimates Report range from 11.74 percent to 12.67 percent (mid-

point 12.21 percent).

23

24

25

Bulkley Model
Constant Growth DCF

Range
8.23 % -- 10.05 %

Mid-Point
9.14 %

7.55 % -- 9.29 %
11.23 % -- 12.13 %
11.74 % -- 12.67 %

8.42 %
11.68 %
12.21 %

Projected Constant Growth DCF
CAPM - Bloomberg Sourced
CAPM - S&P Earnings Sourced

9.98 %9.54 % -- 10.42 %Bulkley Direct - CAPM ResuIts*4

26
27
28
29
30
31

10 Bulkley Rebuttal, Attachment AEB-5RB (Page 1 of 1).
11 Bulkley Rebuttal, Attachment AEB-5.5RB (Page 1 of 1). In direct testimony, Ms. Bulkley obtained CAPM
estimates sourced only from the S&P Earnings and Estimate Report.
12 Bulkley Rebuttal, Attachment AEB-3RB (Page 1 of 1).
13 Bulkley Rebuttal, Attachment AEB-4.5RB (Page 1 of 1).
14 Bulkley Direct, Attachment AEB-6DR (Page 1 of 1).
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For purposes of comparison, the results obtained from Ms. Bulkley's CAPM

analyses in Direct Testimony are also presented above.

Ms. Bulkley's Constant Growth DCF Analysis

Q. As shown, Ms. Bulkley's updated Constant Growth DCF results fall within the

range, 8.23 percent to 10.05 percent. Does RUCO believe Ms. Bulkley's

updated Constant Growth DCF results provide support for the Company's

proposed 10.00 percent cost of common equity?

A. No. For the reasons noted in my direct testimony,15 Ms. Bulkley's exclusive reliance

on analysts' forecasts of earnings per share growth to estimate the dividend growth

(g) rate overstates the cost of equity in her Constant Growth DCF analyses. Thus,

while the Company's proposed 10.00 percent equity cost rate falls within Ms.

Bulkley's updated Constant Growth DCF range, the range is itself overstated, and

thus fails to provide support for the Company's proposed equity cost rate.

Q.

"16

In rebuttal testimony, Ms. Bulkley states that "interest rates in recent years

have been at low levels as a result of Federal Reserve monetary policy...

Does RUCO agree with Ms. Bulkley that the low interest rate environment

which has prevailed since the Great Recession of 2008-09 is exclusively

attributable to the Federal Reserve's monetary policy?

A.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

No, RUCO does not agree with Ms. Bulkley on this point. For the reasons noted in

my direct testimony," the equilibrium real interest rate (i.e., r-star) is driven by

fundamental factors in the economy, and not affected by monetary policy. In a

15 Cassidy Direct, p. 64, lines 16-27.

16 Bulkley Direct, p. 5, lines 1-2.

17 Cassidy Direct, pp. 62-63.
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1

2

recent speech, Federal Reserve Chairman Powell made the following observation

concerning the general level of interest rates here in the U.S. and globally:'8

3

4

5

6

7

8

9

10

11

12

13

"[T]he general level of interest rates has fallen both here in the
United States and around the world. Estimates of the neutral
federal funds rate, which is the rate consistent with the
economy operating at full strength and with stable inflation,
have fallen substantially, in large part reflecting a fall in the
equilibrium real interest rate, or "r-star." This rate is not affected
by monetary policy but instead is driven by fundamental factors
in the economy, including demographics and productivity
growth-the same factors that drive potential economic
growth." (emphasis added).

Ms. 8ulkley's CAPM Analysis

Q. Does RUCO believe the results obtained from Ms. Bulkley's updated CAPM

analyses provide support for the Company's proposed 10.00 percent cost of

equi t y ?

A. No. For the reasons noted in my direct testimony,'9 the risk-free (Rf) rate

component in Ms. Bulkley's CAPM analyses is significantly overstated, as she

employs Blue Chip forecasts of the 30-year Treasury yield as a proxy for the risk-

free rate. The proper Treasury rate to be used in a CAPM analysis is the current

yield borne by investors in the marketplace, as it is known and measurable, and

thus, not speculative. Additionally, the Market Risk Premium (MRP) component in

Ms. Bulkley's updated CAPM analyses is significantly overstated.

14

15

16

17

18

19

20

21

22

23

24

25

26

27

18 New Economic Challenges and the Fed's Monetary Policy Review, a Speech by Mr. Jerome H. Powell,
Chair, Board of Governors of the Federal Reserve System at "Navigating the Decade Ahead: Implications
for Monetary Policy," an economic policy symposium sponsored by the Federal Reserve Bank of Kansas
City, delivered at Jackson Hole, Wyoming (August 27, 2020).
https://www.federalreserve.qov/newsevents/speech/powell20200827a.htm
19 Cassidy Direct, pp. 47-48, lines 15:27.
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Q. On what grounds does Ms. Bulkley justify a sharp increase to the MRP

component in her updated CAPM analyses?

A. Ms. Bulkley cites as justification the declining interest rate environment and volatile

capital market conditions brought on by the COVID-19 pandemic. Specifically, she

asserts the recent decline in Treasury bond yields is not representative of the longer

term trend, with lower interest rates being "directly attributable to the COVID-19

pandenic."2° As evidence of significant market volatility in 2020, Ms. Bulkley points

out that the Chicago Board Options Exchange ("CBOE") Volatility Index ("VIX")

reached a high of 82.69 on March 16, 2020, a level exceeding that during the Great

Recession of 2008/09.

MRPQ. As noted above, Ms. Bulkley justifies the sharp increase to the

component in her CAPM, in part, to 'the declining interest rate environment'

brought on by the COVID-19 pandemic. Mr. Cassidy, were interest rates in

decline prior to the onset of the pandemic?

A. Yes, they were. As shown in Exhibit JAC-A, as filed in my direct testimony in this

docket, intermediate- and long-term Treasury rates began to decline in December,

2018, long before the deadly Coronavirus reached the United States in late-

February of 2020.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

20 Bulkley Rebuttal, p. 20, lines 22-23.
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Q. Thank you. Given the low interest rate environment and heightened levels of

market volatility described above, what conclusions does Ms. Bulkley reach

concerning valuations of utilities and their effect on the cost of equity for APS

in this proceeding?

A.

1

2

3

4

5

6

7

8

9

Ms. Bulkley concludes that "the DCF model...likely underestimates investors'

required returns," for despite the market sell-off "current utility valuations are still

well above the long-term average...result[ing] in low dividend yields for utilities."

(Emphasis added) To offset this shortcoming associated with estimates obtained

from the DCF model, Ms. Bulkley states as follows:

10

11

12

13

14

15

"Alternatively, my CAPM analysis includes estimates based on
near-term and longer-term projected interest rates, considers
Beta coefficients that reflect the fact that analysts expect
utilities to trade similar to the market over the near-term, and
relies on a forward-looking estimate of the market return."2'

Q. As shown in Attachment AEB-4.5RB, Ms. Bulkley employs a forward-looking

14.05 percent estimated Required Market Return on the S&P 500 to compute

the MRP component in her CAPM analyses. Does RUCO believe Ms. Bulkley's

use of a 14.05 percent Required Market Return in her CAPM analysis to be

reasonable / appropriate?

A. No, in my judgment it is highly unlikely that a total return of that magnitude is

achievable on the S&P 500 over the next few years, and for that reason it is both

unreasonable and inappropriate, and overstates the MRP component in Ms.

Bulkley's CAPM analyses.

16

17

18

19

20

21

22

23

24

25

26

21 Bulkley Rebuttal, pp. 32-33, lines 19:1.
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Q. Does RUCO agree with Ms. Bulkley that cost of equity estimates obtained

from the Constant Growth DCF model "likely underestimates investors'

required returns?"

A. No. As noted in my direct testimony, the DCF model is "the only model which

intrinsically takes into consideration the price investors are willing to pay for a given

unit of return."22 Thus, an election by investors to bid up the share price by

purchasing shares of a utility, and in so doing lower the dividend yield on that

investment, should be viewed for what it is, namely, evidence that the cost of equity

capital has fallen, with investors having to pay more for a given unit of return.

Q. In rebuttal testimony," Ms. Bulkley states that while yields on government

and corporate bonds are currently near historical lows, they are projected to

increase over the period during which APS's rates are expected to be in

effect. Do you agree with Ms. Bulkley on this point?

A. Let me respond by saying that Federal Reserve Chairman Powell recently provided

guidance to the investment community by saying that short-term interest rates will

remain near zero at least through 2023. Thus, in my judgment there is no reason

to believe interest rates will be on the rise anytime soon.24

1
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16
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18
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20

2 1

22 Cassidy Direct, p. 42, lines 5-6.

23 Bulkley Rebuttal, p. 10, lines 13-15.

24 Smialek, Jeanna, "Fed Pledges Low Rates for Years, and Until Inflation Picks Up," nytimes.com
(September 16, 2020). https://www.nvtimes.com/2020/09/16/business/economv/federaI-reserve-interest-
rates.htmI
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Q. Mr. Cassidy, do you have reason to believe that corporate officials with

Arizona Public Service Company or its parent, Pinnacle West, may likewise

anticipate interest rates remaining low going forward?

A. Yes, I do, as the most recent Value Line quarterly update for Pinnacle West

Corporation (dated October 23, 2020) projects its Long-Term Debt Ratio to rise

from its current 47.1 percent level as of December 31, 2019 to 55.0 percent by

December 31, 2024. As shown in Surrebuttal Exhibit JAC-A , Value Line projects

Pinnacle West's Long-Term Debt to grow from $4,833.9M in 2019 to $8,428.8M in

2024, an increase of 74.37 percent.

Ms. Bulkley's Bond Yield Plus Risk Premium Approach

Q. In direct testimony,25 you presented evidence demonstrating that Ms.

Bulkley's use of 30-year U.S. Treasury bond yields as the debt component in

a Bond Yield Plus Risk Premium approach was improper. In updating her

analysis, does Ms. Bulkley now employ yields on Moody's Baa rated utility

bonds as the debt component in her Bond Yield Plus Risk Premium analysis?

A. No, she does not. Ms. Bulkley continues to improperly employ yields on the 30-

year Treasury bond as the debt component in her analysis. In doing so, she obtains

inflated estimates from her Bond Yield Plus Risk Premium analysis, which renders

them useless for their intended purpose, namely, "to corroborate the

reasonableness of Ms. Bulkley's DCF and CAPM results and to inform her ultimate

ROE recommendation, not as the primary basis for [her] recommendation."
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25 Cassidy Direct, pp. 66-69.
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Q. To your knowledge, is there another cost of capital witness testifying in this

proceeding who has called attention to Ms. Bulkley's improper use of

Treasury yields in a Bond Yield Plus Risk Premium analysis?

A. Yes, Mr. David Parcell, witness testifying on behalf of the Commission Staff (Parcell

Direct, p. 41.)

CONCLUSION AND RECOMMENDATIONS

Q. Please summarize RUCO's updated cost of capital recommendations in this

proceeding.

A. RUCO recommends that the Commission adopt the following:

1) A capital structure comprised of 45.33 percent long-term debt and

54.67 percent common equity,

A cost of debt of 4.10 percent,

A cost of common equity of 8.70 percent,

An overall rate of return of 6.62 percent,

A fair value increment cost rate of 0.00 percent, and

A fair value rate of return of 4.68 percent.

2)

3)

4)

5)

6)

Does this conclude your surrebuttal testimony?Q.

A.

1
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23

Yes, it does. However, my silence on a given issue should not be interpreted to

mean that I agree with the Company's witness, and reserve the right to address the

issue at hearing.
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Fwd co. 1 350 ala m February. This is one source of the prof-
a07 a lt growth that is likely in 2021.

n i cke l a sha r e  each Second Ameren is building a wind project.
45.0% .5% quarter earnings were better than our es- The utility is spending $1.2 billion to add

"Cash FloW 1.5% 5.5% 5.5% titanate of $0.80 a share because Ameren 700 megawatts of capacity. Most of this
Dividends 2.0% 3.0% 5.0% was able to cut expenses more than we ex- will be in service by yearend, but about
Book Value .5% 2.5% 6.0% pected in order to offset the effects of the $100 million of this spending is expected

slump in kilowatt-hour sales resulting to slip into 2021. This will not affect the
from the weak economy Our revised 2020 production tax credits associated with the
share-net estimate is at the midpoint of r e je c t ,  h o we ve r .

1514 1538 1723 1402 e177,0 Ameren's targeted range of $3.40-$3.60. Ive
less 1a79 1659 1316 5910.0 Our 2021 estimate would produce profit fourth quarter. This in the usual timing.
1410 1a9a 1312 5900 growth of 6%, within the company's tar We estimate an increase of $0.025 a share
1600 1959 0190 meted range of 6%-8% annually (5.1%) in the quarterly disbursement, but

Full gas wouldn't be surprised by a larger hike,
Mar.31 Jun.9o S . . . . , . . J

.42 79 1.18 .as 277 of $96 million .(including $46 million that lower end of Amexens target of 65%-70%,
would otherwise be recovered through

be .12 1.47 .as s.as riders in 2021), based on a 10.5% return valuation. The stock price has risen 3%
.59 ,g8 1,53 .40 3.50 on equity and a 64.1% common-equity
.65 ,85 u s .45 3,70 ratio. The staff of the Illinois Commerce 9

$67 million, based on a 9.82% ROE and a
60.48% cornmomequity ratio. Various in the utility mean.

.44 .44 .4575 1.78 tervenors are proposing an increase of $66

. common-equity ratio. A ruling is requued of our 3-
.495 .4g5 .495 by January, with new tariffs taking effect Paul  E.
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BUSINESS American Electric Power Company he. (AEP). through
10 opiating utlltties, serves 6.5 million customers in Aikansas,
Kenludcy, Indiana, Louisiana. Michigan, Ohio, Oklahoma, Tennes

see. Texas, Vlrglnla. a West Vlrynta. Has a transmiWon subsidy
any. Electric revenue breakdown: residential, 42°/si commercial,

Pipeline '05 commercial barge operation In 15, Generating

sources mt available. Fuel costs: 38% of revenues. 19 reported
depredation rates (utility): 1.8%95%. Has 17.400 employees.
Ohaiman, Prostdent & CEO: Nldwolas K. Akins. Incorporatest new

York. Address: 1 Riverside Pk1z8, Columbus, Ohlo 432152873.
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We raised our 2021 profit estimate 'fig
$4.65.  W e f igure AE

,se .59
2017 .59 .59 .59 .62 2.39
2018 .62
2019
2020 .70 $0.10 a share, to

(9 Dllutsd EPS. Exd. raonrec. gains 154; 05, 7¢2 'OB 2¢; '08, S¢: '15 58¢; 16, In '19 $13.39/sh. (D) In mill. (E) Hale base:
0 (20¢): ¢): |

l ike ly  in t he
Our 2020 earnings estimate is at the fourth quarter. We estimate a boost of
low end of the company's targeted $0.04 a share (5.7%) in the quarterly dis-

bursoment. AEP's goals are 5%~7% yearly
dividend growth and a payout ratio in a
range of 80%70%.
The dividend yield of this to-quality

Aside from this, the company is benefiting stock is about average, by us ity stan-
dards. Total return potential is above
average for the next 18 months, but just
modest for the 3- to 6-year period.
P a u l E. Debbas, CFA September 11, 2020
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254 254 234 Power will build will get some benefit from the wind project
Past Esr¢'11-'19 The  com next year. The growth we estunate for

1 all sv r '2a2s
T439%988é';°' l 3 % 0  Mr megawatts of capacity to serve Oklahoma, goal of 6%-7% due to the unusual expenses
"Cash plow~ 40% 5.0% Louisiana, and Arkansas. (The Texas com- AEP booked in 2020.
Dividends mission rejected the proposal, but the ca- Rate cases are 'pending in three
Book Value 5.5% that would have served the state states. In Ohio, AE i s seeking $41 mi l-

Louisi- lion, based on a 10.15% return on equity.
£ 3  M §W8%{SQ3l $31! ana and Arkansas.) The project will come The utility awaits a procedural schedule.

on line in three phases, one in the first In Kentucky, the company filed for $66
uarter of 2021, the other two in late 2021. million, based on a 10% ROE. New rates

4066 8573 4a15 3616 15561 EP plans to finance this conservatively, are expected to take effect in January A
2020 with $1.3 billion of common stock and
2021 3600 15600 $700 million of We think gina, the utility requested $66 million,
Cal. Full . the company 's an-
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1.15 1.10 1.60 .80 4.65 some expenses, such as an upcoming

charge for an early retirement program,
M8431 Jun.30 .go 0931 Year that AEP excludes from its guidance.
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1.16 1.44 2.00 1.50

2.00 1.55 2.10 1.50

QUARTERLY DNFDENDS PAID B I

Mar.31  Jun .30  Se 30  Def:.31

.73 7a .73 . 7 1 2.96

a.a0

3.53

3.78

(E) Rate base: Net
m. eq, In '2(k 9.9%
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BETA .90 11.00=Mal11»t)
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Institutional Decisions ..i
40201s m a y : i n P 21

saw 33 3.33
140654 140354 141501 traded

2006 2 0 0 7 2 0 0 8 2 0 0 9

40.84 50.74 50.93 54.28 57.23 48.45

6.81 8.14 8.19 8.48 8.28 9.38

2.56 3.27 2.45 2.66 2.73 3.24

2.06 208 2,08 2.12 2.12 2.12

5.19 5. .9 .42 6

31M 32.44 35.88 36.77 57.96

17421 177.81 177.1

16.0 3.8 17.4 t8.a 14.8

.85 .73 .94 .97 .89

5.0% 4.5% 49% 4.4% 5.2%

CAPITAL STRUCTURE as of 8/30/20

Total Debt $18926 mllI. Due In s Yrs $7887 mill.
LT Debt $17a41 ml. LT Interest $685 mil

DTE Energ's gas utility
order. he

18: s47.as.'s11.
orig.
elec.: In 20: 89% gas, eam

September 11, 2020

A
95
90
85

18141. 2 ¢: ,"%?~$,1iz1.
To subscr ibe call 1800VALUELINE

MARKE CAP: $23 bllllon (Large Cap

B.ECTRIC OPERATING STATISTICS
2017 2018

RH8Ssbs[KWH) 3.1 +3.5
It NA NA

N MF N MF
N A N A
N A N A

%O42ngoCl§l1¢len mrll]

Fl(edCha?9sOw.(Y»l a cc 21s

ANNUAL RATES Past Pas t
olchangs(parsh) 19Yrs. 5 Yrs.
Revenues 3.0% 4.0%
"Cash Flow" 3.5% 3.5%
Earnings 8 .0% 7.5%
Dividends 5.5% 7.0%
Book Value 4.5% 5.0%

Cal- QUARTERLY REVENUES{$mlll.) Ful l

ender Mar.31 Jun.30 Sap.30 Dec.31 Year

2017 12607

2018 14212

2019 12669

2020 11600

2021 12200

Cal-
endar

2017

2018

2019

2020

2021

Cal
endar

2016 .

2017 .825 .825 .825 .825

2018 .8825 .8825 .8825 .0825

2019 .945 .945 .g45 .945

2020 1.0125 1.0126 1.0125

(A) Dlmed EPS. Exd nor rec. s ins (losses):
'os. 2¢ ; '07, 9.96: 08. 50¢: -11, so; '15,

" . ops .:

l04' (G¢); 05, (20¢):
0 2020 Value Llne, Inc. Al fight resewed. Facial
THE puauswsn IS NOT NESPONSI8LE For ANY ER
ditnvaybenupmdunedgasold, stated or lrausnMed ln any

78.12 60.10 62.65 Revenuesporsh 61125

12.se 14.45 1530 "C8Sh Flow"persh 18.00
8.17 s.7o 715 Eam lngs pers h* 8.50

a.69 4.12 4.42 Dtvd Decl'd pers is °~ 5.20

14.91 19.95 18.45 Cap'lspe Ingpersh 3.50

6627 03.60 06.95 BmkValue rs h  c 79.25

181.93 103.00 195.00 Common She 0utsl'g D

17.4 19.9 swan are AvgAnn'lplERato 16.5

.94 1.08 Va IJIII Relative PIE Relic .90

33% 8.1% los AvgAnn'IDiv'd Yield 3.7%
14212 12689 11500 12200 Revenues($mllI) 14000

1120.0 1169.0 1295 1390 Netprotlt s 1755

8.1% 11.5% 0.0% 0.0% hcome Tax Rate 0.0%

3.8% 3.3% 3.0% 3.0% AFUDC%10 NdProfi! 20%

542% 57.7% 00.0% 50.0% LongTerm DeblRatlo 68.6%

45.8% 42.3% 40.0% 40.0% Common u i  Ratio 41.5%

22371 27607 30750 32625 r°\alcapl1al(smill) 39000

21850 26317 20275 saws NetpIant Smlll 83500

6.1% 5.3% 85% 5.5% Return onTotalCap'I 5.5%

10.9% 10.0% 105% 10.5% Return on shrsqulry 11.0%

10.9% 10.0% 105% 10.5% Return on ComE ul E 11.0%

4.9% 4.1% 4.0% 4.0% Reiainedi0 ComEq 4.5%

55% 59% 61% 62% AIIDiV'dS(9Ne1Rof 61%

Ra%; other, 7%. Generating sources: coal, 87%; nuclear, 17%; gas,

1%; purchased, 15%. Fuel costs : 54% of revenues. 19 reported

depress. rates: 4.0% electric, 2.7% gas. Has 10,700 employees.

Chairman Gerard M. Anderson. Pres ident s . CEO Jerry Norcla.

Inc.: MI. Address: Ono Energy Plaza, Detroit. Ml 482261279. Tel:

a1a2a54000. Internet www.dteenergy.com.

ing business is trending at the high and of
DTE Energy's expectation. Secondquarter
Eroiite exceeded our estimate, so we
posted our 2020 sharenet expectation by

$0.20, to $6.70. Note that we raised the Fi-
nancial Strength rating a notch, to A.
Earnings will likely improve in 2021.
The economy should be better by then.
DTE Electric and DTE Gas will benefit
from a full year's effect of rate increases
obtained in 2020. DTE Gas also recovers
certain capital spending through a rider
on customers' bills. We expect continued
growth from the nonutility operations, es-
pecially Gas Pipeline and Sborage. Our es-
timate of $7.16 a share, which we raised
by $0.25, would reduce a 7% increase,
We think the curd of  directors will
boost the dividend in the fourth quar-
ter, effective with the January pay
ment. DTE Energy's goal for dividend
rowth is 7%, and we estimate a hike of

$0.29 a share (7.2%) in the annual payout.
This stock's dividend yield is average,
by utility standards. Total return poten-
tial does not stand out, either for the 18
month s%an or the 3- to 5-year period.
Paul  E. ebbas, CFA

Com pars  Financial Strength
Stocks  rice Stabi l i ty

ed on avg. com. Price Grovnh Pars is ienco
male: Above Avg. Earnings Prodictablllty

warmnlies of a kind.
rdal, Inlemal . pro part

leatbn,servloealwodvd.

5051 52.57 51.01 64.56 69.50 67.60

9.78 9.57 9.77 1o.1a 11.85 9.44

3.74 3.67 Ana 3.76 5.10 4.44

2.19 aaa 2.42 259 2.89 2.84

.49 8.77 10.56

39.67 41.41 42.78 48.88

169. 169.25 172.35 177.09 17e.s9 179.47

12.8 13. 1 .9 7.9 14.9 8.1

.78 .86 .95 1.01 .78 .91

4.0% 4.7% 42% 3.8% 3.6% 3.5%

8557.0 8097.0 8791.0 9661.0 12301 10837

690.0 az1.0 666.0 661.0 905.0 796.0

32.7% 35.9% 29.8% 27.5% 28.5% 25.6%

1.6% 1.8% 3.0% 3.5% 4.1% 4.3%

51.3% 50.8% 49.6% 47.7% 50.0% 50.2%

48.7% 49.4% 512% 52.3% 50.0% 49.8%

13811 14196 14387 15135 16670 17607

12992 13746 14684 15800 16820 18084

6.3% 5.9% 6.1% 5.7% 8.6% 5.7%

9.4% 8.9% 9.0% 8.3% 10.9% 9.1%

9.4% 8.9% 9.0% 8.5% 10.9% 9.1%

4.9% 8.4% 3.5% 2.7% 5.2% 3.4%

57% 62% 81% 67% 52% 63%

BUSINESS: DTE Energy Company Is a holding company for DTE
Electric (lonmerly Detroit Edison), which supples eleclNcily In De
troit and a 7.800squaremlle area h southeastern Michigan, and
DTE Gas (tofmetry Mlchlgan Consolldaled Gas). Customers: 22
WN. electric, 1.a mill. gas. Has various nonullllty opsralbns. Eleclric
mvenuo breakdown residential 46%; commercial. 34%; Industrial,

received a
rate Michigan Public Service
Commission approved a settlement for
DTE Gas calling for an increase of $110
million, based on a 9.9% return on equity
and a 62% oommonequity ratio. Earnings
will also be augmented by $20 million of
accelerated amortization to income of
deferred taxes. New f;ariEs will take effect:
on October 1st. Separately, DTE Electric
will delay its next raw application until
2021, but will also benefit from the ac-
celerated amortization of deferred taxes.
Earnings in 2020 are likely to end up
near the upper end of DTE Energy's
targeted range of $6.47-$6.75 a share.
The negative effects of the weak economy
have been less than the company feared,
as residential kilowatt~hour sales have
risen even more than expected from people
working from home. Favorable weather
patterns have helped, too. On the non-
utility side, the Gas Pipeline and Storage
segment has fared better than expected as
the demand for natural gas remains
healthy A pipeline began service on Au-
gust 1st, completed on schedule and below
the $600 million budget. The Energy Trad-

13¢; '12, M. '1718 EPS donl sum duato (9 In ml.
rounding. xleamlngs report due Tate OcL cost. Rate aIdonco
(B) of spd. m=dJan.. A r., Jul &Oct..
mvd reinvest. plan oval. ac) Inc intaug. In eq., 19: 10.8%. Regular. C

rnaterlal 18 utldnad lem sumos bulbvgqj lo be rslable aM 8 pmwaaa Mlllwf
RORS OR OMISSIGNS HEREIN. T£.3>uhlir:alion Is siricly for sWsubers ow n, mneoma
pmlad. eloclomc or olhor tum DI for gonemlhg or nalkdng any find or ebchonlo pub!
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Price Gain Return
M 120 70%

00 (-5% 3%
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30.24
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2 0 0 9 2 0 1 0 2 0 1 a 2 0 1 7

29 . 18 32 . 22 3 2 0 3 27 . 88 84. 84 38. 84 84 . 10 32 . 49 aa . ee

7. 58 8 . 49 8 . 08 8 . 80 8. 56 9. 11 9 . 40 9 . 20 10 . 01

a s s 4 . 02 4.14 3. 71 3. 98 4 . 13 4 . 10 3. 71 4 . 22

2 8 2 2. 91 2. 97 3. 03 3. 09 3 . 15 a 2 4 3 . 86 8 . 49

9 8 6 . 7 .  1 7. 83 1 .  2 g 2 9 1 1 . 6 0

4 8 8 5 50. 84 58. 04 58. 54 57 . 81 57. 74 58 . 62 69 . 68

438 . 29 442 . 98 704 . 00 705 . 00 707. 00 008 . 00 700 . 00 700 . 00

. 8 1 2 . 7 13 . 8 17 . 5 17. 4 . 9 1 8 2 21 . 3 19 . 9

. 0 0 . 8 1 . 8 7 1 . 11 . 9 8 . 94 . 9 2 1 . 1 2 1 . 00

8 . 2% 5 . 7 % 5 . 2% 4 . 7 % 4 . 4 % 4 . 3 % 4 3 % 4 . 3 % 4 . 2%

1 4 2 7 2 14529 19824 2 4 5 9 8 2 3 9 2 5 2 8 4 5 9 2 2 7 4 3 2 3 5 6 5

1785 . 0 1839. 0 2186 . 0 2818 . 0 2984 . 0 2054 . 0 2560 . 0 2983 . 0

3 2 . 8 % 31 . 3% 3 0 . 2 % 8 2 . 0 % 3 0 . 8 % 3 2 2 % 8 1 . 0 % 30 . 4%

2 2 . 7 % 23 . 2% 2 2 . 8 % 8 . 8% 7 . 2% 8 2 % 1 1 . 7 % 1 2 . 3 %

4 4 . 3 % 4 5 . 1 % 4 7 . 0 % 4 8 . 0 % 47 . 7% 4 8 . 6 % 5 2 . 6 % 5 4 . 0 %

5 5 . 7 % 54. 970 5 2 . 9 % 52 . 0% 52 . 3% 51 . 4% 4 7 . 4 % 4 6 . 0 %

4 0 4 5 7 41451 7 7 3 0 7 7 9 4 8 2 7 8 0 8 8 77222 8 8 8 0 9 90774

40344 42001 6 8 5 5 8 6 0 4 9 0 7 0 0 4 8 75709 8 2 5 2 0 8 8 3 9 1

5 . 5% 5 . 6% 3 . 8 % 4 . 8% 4 . 8 % 4 . 8% 4 . 0 % 4 . 8 %

7 . 8 % 8 . 1% 5 . 2 % 0 . 8% 7 . 2 % 7 . 2% 6 . 2 % 7.1°/o

7 . 8 % 8 . 1% 5 . 2 % 6 . 8% 7 2 % 7. 2% 8 . 2 % 7 . 1%

2 . 1 % 2 . 2% 3 % 1 . 5 % 1 . 7% 1 . 5 % . 6 % 1 . 2 %

7 3 % 7 2 % 8 2 % 7 8 % 7 6 % 7 9 % 9 1 % 8 3 %

BUSINESS: Duke Energy Corporation Is a holding company for ull

2021

33.73 3421 31.55 32.15 Bevanuespersh

10.49 12.13 1220 12.75 "Cash Flovr" persis

4.18 5.07 5.20 ala Eamlngs per sh A

354 3.75 3.82 3.90 Dlvd DecI'd pet sh B .
12. 15.17 15.50 14.70 Cap'ISpendlng persis .

80.27 61.20 61.76 63.35 Book value efsh c 89.00

727.00 788.00 764.00 CommonShsou1s1'q D

19.4 17.7 sold Avg AnnI P 0 7.5

1.05 .94 v Relative PIE Ratlo .95

4.5% 4.2% " " Avg Ann'l Div'd vl»1d 4.0%

24521 25079 24100 24750 Revenues ($fnll1) 27000

2928.0 8755.0 3840 4180 N01 Pf0111 Smlll 4750

14.2% 12.7% 12.0% 12.0% Income TaxRate 12.0%

13.0% 7.9% 8.0% 8.0% AFUDC%(g ne\pmm 8.0%

53.8% 64.0% 53.0% 53.5% LongTerm Debthatio 64.0%

48.2% 44.1% 4a0% 44.5% Commoni u Ra1i0 44.5%

94940 101807 105100 109175 Total Capltal($mill) 122000

81604 102127 100475 114050 Na! Plane_(@ 128400

4.2% 4.8% 5.0% 5.0% RehlnonTotalOap'l 5.0%

6.7% 0.0% 8.0% 8.0% Reiter on She Equity 0.5%

6.7% 8.3% 5.0% 8.5% Rehln on_CacnE It  E 8.5%

1.0% 2.4% 2.0% 2.0% Retained1oCom Eq 2.5%

84% 71% 75% 74% AIIDivdsloNeIProl 71%

residential. 44°/»; commercial. 28%; industrial, 14%; olhef, 14%.

16.1 17.3

as 1 .04

4.4% 5.2%

CAPITAL STR UCTURE as d 6/30/20
Total Debt $64684 ml. Due In 5 yrs $22390 mill.
LT Debt $60143 mill. LT Interest sea90 mi.
Incl. $969 mill. capitalized leasts.
(LT lnlsresz earned: 2.7x)
Leases, Uncapltallzed Annual ranlak $268 mill.
Pension Assets12/19 $8910 mill.

oblong $8231 mal.
Pfd Stock $1962 mill. Pfd Div'd $58 ml.
40 mill. she. 5.75%, cum.. $25 iq. value.
redenmabla at $25.50 poor lo 6115124;1 mil, shs.
4.875%, cum., $1000 liq. vaNe.
Common Slack 735,432,137 shs. as of 7/31/20
MARKET CAP: $89 bllllon (Large Cap)

ELECTRIC OPERATING STATISTICS
8 1 8 2018

NA
NA
NA

* b y R¢IaISa5eslK\YH)

AW. l 151 U89 l""'*3m

h d  L R M .

* m  P e a t 1 8 3 14) NA
NA
NA

. NCav.

ANNUAL RATES Past Past ES\d17'19

"Cash Flow" 3.5% 6.0% 5.0%

3.0% relief is a positive factor.25%
25%

formal offer, there is no assurance that
21

5729 5555 6482 5799 asses

5873 8940
6 7 8 0

6 9 5 0
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»
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»
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1.00

QUARTERLY DNDENDS PAID B .

Mar.81 Jun.50 Se .30 Dec.31

.855 .855 .89 .89 3.49

9s 4s

w e
2017
2018
2019
2020 November 13, 2020

A
90
40
90

a deal is struck, there is no assurance that, North Carolina (see below). Our 2020 prof
it estimate is within the com any's tar-

6163 so 25078 price of Duke stock has strengthened fiir geted range oF $6.06-$l5.45 a slgare. Duke
5950 is guiding analysts toward the lower half

Duke' utilities in North Carolina
have reached settlements of their gen-

Yoar eral rate cases. The company and the
102 so iss 86 422 stai1 of the state commission agreed to

. rate hikes totaling $70 million, based on a
The company took a huge nonreour return of 9.6% and a common-equity ratio

5.20 ring charge for the second quarter.
aaa This was $1.6 billion ($2.21 a share) after took effect in the third quarter. When the

North Carolina commission will rule on
the settlement is unknown.
Duke stock has an aboveaverage divi-
dend yield for a utility. Prospects for
the 18month span are attractive, but 3 two

a.15 6-year total return potential is subpar.
PaulE. Debbas, CFA

IA) DH. EPS. Excl. ncnrec. losses: 12, 70¢: report due midFeb. (B) Div'ds paid midMar., Rate alldonoom. eq. 9.9%; ln'19 °°mg°"gs Flnanclal Strength
'20 h Fl.: Stoc s rico Stablltly

Price Growth Persistence
Earnings Predlctablllty

To subscr ibe call 1800VALUELINE

2018

2914 29334 liles with 7.6 mill. elec. customers in NC. FL, IN, so, OH, a KY, and Generating sources: gas, 29%: nuclear, 29%: cod. 22%; other. 1°/»:

NA NA 1.8 mill. gas customers in OH. KY. NC, SC. and TN. Owns lnde purchased. 19%. Fuel costs: 30% of revs. 19 reported depress. rate:

Pa&LoadSunmr II) NA NA pendent power plants a has 26% stake In National Methanol In 3.1%. Has 28.800 employees. Chalmlen. Presldent 8rCEO: Lynn J.
Am"ILl,§jl:W0 NA NA Saudi Arabia. Acq'd Progress Energy 7/12; Piedmont Natural Gas Good. lm.; DE. Address: 550 South Tryon St., Charlotte. NC
%ClargeClslulnors kg.) +1.3 +1.4 +1.5 10/16, discontinued most Intt ops. in '16, Elec. rev, breakdown: 282021803.TeI.: 7043828863. lntemel: www.dukeenergy.oom.

FuedCt 272 218 a la Is Duke Energy a takeover candidate? W e e s t i m a t e m o d e s t e a r n i n g s i n -

The shock price rose 7% on September creases in 2020 and 2021. Despite the ef-
01d1ange(persh) 10 Yrs. 5 Yrs. to 2:3'25 30th, after The Wall Street Journal te fects of the recession on kilowatthour
Revenues 1.0% 1.0% .5% ported that NextEra Energy approached sales, management expects to offset this
Eamln S 30v ask s 0% Duke. about a possible combination. Not by cutting expenses by $860 million-$450
DMdegds 30V: ° surprlsmgly, Duke did not issue a com- million. ate
Book Value 2.0% 1.0% meet about this. Even if NextEra makes a Duke was granted an increase in Indiana

earlier this year, and has reached a settle
enc8Ir *lg.%RTEJHLY3%MsNUg%{Sge 31 531 Duke will accept the proposal, and even if meet, subject to regulatory approval, in

6628 win regulatory approval. The
2019 ,
2020 6949 $421 24100 the since late September, and has been
2021 5200 5650 6050 24750 trading in the low$90 range recently

Full (compared with the low$80 range prior to
ender ua.s1 Jun.30 Se .go Dec.31 the ourfzal's report). The stock's Timeli

ness rank is suspended due to the take
117 .71 153 .61 4.13 0V¢! speculation.
1.24 1.12 1.82 .89 5.07
1.24 1.08 1.80 of 62%. Interim rates (subject to refund)
1.25 1.10 7.55

taxes, and was for the writeoff of DuLke's
ender Year interest in a pipeline project that was can

825 825 855 855 ass coled due to delays and cost overruns
stemming from litigation from environ-

,gg .8 9276 . 27 . mental opponents. Duke expects to record
.9275 .9375 .945 9 s 364 additional charges of under $100 rrulllou
.945 .945 .955 within the next 12 months.

m  18  iN  N G:

l a ,  2 4 ¢ ;  ' 1 4 ,  8 7 8 ; 1 7 ,  1 5 ¢ ,  ' 1 8 ,  4 1 ¢ ;  ' 2 0 , June, $°p",  a Deo. I Dlvd erv. I an  av a iL I n  S C 9 . 5 % ; l n 9 . 5 % 1 1 . 5 % ;  i n 2 0  I n

$2.21: losses on dlec.o>s.: '14, 808; '16, 80¢; (C) Incl. "1""89. In 19: $44.37/sh. (6) 81 ml.. 1n 9.7%, e8rn, on avg. com . eq., '19 88%.
'18 EPS don'l sum due o rounding. Next egs. adj. f or rev. sp I. (E) Rate base: Nsl org. cost. Reg. cm.: NC Avg., so, OH. IN Above Avg.

e 2020 Vaba Une, lm. Al rights rssewed. Factual matahd Is obtained Ism sources behaved lo be reliable and is provided without Irananlba 01 an kind.
THE PUBLISHER IS NOT RESPONSIBLE on ANY ERROBS OR OM sslcfvs HEWEIN. Tl1l;4)d1lb$!iON iS w w w  tor sublclilsfs ii. non.cannefdal, hlemal use,K0 pan
nllmaybarep1o1iw od,ras0Id, slated or lrarsdlsed In any pmted. ebclronleofolherlom,elus b¢genelalngorlral11dng any pflntnd or sleclunx: puNlealbn, seMca 01 p1aduc1.
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18-m onth Target Prlce Range

LowHlgh m lap°m 1(v.m uld)

$28482 $45(10%) 4

202a I s ; .
Ann|TotaI

Prloe Gain Return .
I h s 0 4 5 13%

1.3. 4 0 (+ 4 %

Ins ti tu ti ona l  Deci s i ons

102920

428 361 338 5833?

HH'  o n  7 6 8 1 5 3  7 6 5 2 9 3  7 6 5 6 3 8 t r a d e d

2 0 0 4 2 0 0 5 2 0 0 6 2 0 0 7 2 o o s

21 . 85 23. 05 23 . 37 2 8 6 2 28 . 65

5 . 68 8. 19 8. 71 7 . 43 7.64

2 . 75 a . 21 3 . 60 4.(xa 4 . 10

1 . 2 6 1 . 60 1.84 1 . 82 a e s

a.e1 4.06 4.7

14.89 15.34 18.78

684. 9 666.37 66986 660.88 658.15

3.0 15.4 1 .5 18.2 18.0

.69 .82 .89 .97 1.08

8.5% 3.2% 2.8% 2.5% 28%

CAPITAL STR UCTURE as0191311720
Total Debt $39160 mll. Due In5 Yrs $12822 mIL
LT Debt $35902 mill. LT Inlarest $1513 mm.
Includes $30 mil nonrecourse tfanslllon bonds.
(LT Interest earned: 3.4x)
Leases, Uncapitallzed Annual rentals $287 ml.

Pension Assets12119 $18590 mill.
Obllg $22888 mil

Fld Stock None

Common Stock 975,572.463 shs.

1 .

2019
N A
N A

N MF
N A
N A
N A
N A

2 0 1 4 2 0 1 7

28 . 17 20 . 53 27. 48 29 . 03 31. 90 32. 01 38. 94 34. 81

8 . 32 7 . 23 8. 61 8 . 72 6. 61 6. 80 7. 01 8 . 37

a . s 7 a . 75 1 . 92 2. 31 2 . 10 2. 54 1 . 80 2 . 78

2 . 1 0 2 . 10 2 . 10 1. 46 1.24 1 2 4 1 . 28 1 . 31

5 . 03 6. 0 a . 77 6 2 9 ,  7 2 9 9 . 26 .

20 . 49 21. 68 25 . 07 26 . 52 2 0 2 9 28. 04 27 . 96 0 0 . 0 9

661 . 85 883. 37 854 . 78 8 5 9 8 8 924. 04 963. 34

1T. 0 11 . 3 19. 1 13.4 6 . 0 1 2 . 0 18. 13. 4

. 7 0 . 7 1 1 . 22 . 7 5 . 84 . 6 3 . 9 8 . 6 7

4 . 9 % 5 . 0 % 5 . 7 % 4 . 7% 3 . 7% 0 . 9% 3 7 % 3 . 5 %

18644 18924 2 3 4 8 9 2 4 8 8 8 27428 2 9 4 4 7 31860 33531

2 5 8 7 . 0 2489 . 0 1579 . 0 1999 . 0 1 8 2 8 . 0 2282 . 0 1677 . 0 2536 . 0

3 9 . 2 % 36 . 8% 3 2 . 4 % 36 . 5% 27 . 2% 3 2 2 % 3 8 . 5 % 8 4 . 2 %

2 . 1 % 3 . 0% 5 . 8% 4 . 5% 5 . 5 % 5 . 4% 12 . 3% 8 . 5 %

4 6 . 8 % 4 5 . 7 % 45 . 8% 4 4 . 4 % 46 . 7% 4 8 . 3 % 5 5 5 % 5 2 . 2 %

5 2 . 9 % 5 4 . 0 % 53 . 5% 5 5 . 2 % 5 2 . 8 %_  5 1 .3 % 44.5% 47.8%

25651 2s661 40057 41196 42811 50272 s a s s 62422

29841 32570 45186 47330 52087 57439 71555 14202

11.4% 10.6% 6.1% 5.9% 5.3% 55% 4.1% 5.3%

18.8% 17.3% 7.3% 8.7% 8.0% 8.8% 8.5% 8.8%

18.9% 17.3% 7.5% 8.7% 8.0% 8.8% 6.5% 8.8%

8.7% 7.7% NMF 3.2% 3.3% 4.5% 1.9% 4.7%

54% 55% 109% pa% 59% 49% 70% 47%

BUSINESS Exelon Corporation is a holding canary for Com

rrlow¢eal1h Edison, PECO Energy, Baltimore Gas and Electric.

Pep co. Delmarva Power, & Allanllo City Esctric. Has 8.9 mill. doc.,
1.a mil. gas customers. Has nomegulaled gweralfng & enefgy

markelhg of Aodd Cons tellation Energy 3/12; Pepito Holdings

3/18. Elec. rev. breakdown: resl, 54%, small cornm'l & lndl. 16°/=:

MARKET CAP: $A0 bllaori (Large Cap)

ELEcrmc OPERATING STATISTICS
2 0 1 1 2018

8 .0 N A
N A N A

N MF N MF
N A N A
N A N A
N A N A

amend) +.9 N A

as RM Saiesl

Avg.l{dL41. Ras. (4)

Cqaaonyai Peat [523

PMk1081(HI*1

L n n f a u u q

%CParqeCw
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FBSI
10 Yrs.

2.5%
1.0%
4.5%
8.5%
8.5%

R<edCh8r (81v.

ANNUAL RATES
of change (posh)
Revenues
"Cash Fklw"
Eamlngs
DMdends
Book Value

282 236 257

Pas ! E51d '17 '19
5 YES. 19 '2$26

4.0% 2.0%
5.0% 4.0%
4.5% 3.5%

43.0% 5. 5%
4.0% 3.5%

o

|

Cul
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2017

2018

2019
2020

2021

Cal
ondar

2017

IDUARTERLY REVBIUES8 mill.)

Mar.31 Jun.30 s .30 Dec.31

8757 7623 8769 8382

9693 8076 9403 8813

8477 7689 8929 8843
8747 7322 8858 8078

9450 7500 8850 8200

EARNINGS PER SHARE A

Mar.31 Jun.80 Se .30 Dec.81

.83 44 .66

Fu l
Vear

33531

35985
34438

33000

34000

Ful l
Year

2.78

%TOT.RETURN10120
WB VLARITNI

smcx NIJEX
tyr. 9.a 0.9
ay. 8.8 8.2
Eyr, 89.3 as.a

°VALlE we PUB. LLC

a7.17 35.39 33.80 34.75 Revenues perah 40.50
8.24 8.96 9.05 9.45 "Cash Fluvr"pefsh 10.75
2.07 3.01 2.90 3.00 Eamlngs persis A 3.50
1.38 1.46 1.53 1.s1 Dlv'd DecI'd pershB» 1.00
7. 7.45 6.45 725 Cap'ISpendng perch 750

$1.77 38.12 also 35.30 Bookvaluepevsh C 59.75
960. g 973.00 Woo 070.00 Common She omst soaoo

20.1 15.7 Bald eunv AygAnnIplERatio 14.5

1.08 M Value Url Relative PIE Ratio .so
asks 3.1% " ' s A\'gAnn'IDiy'dYI8Id 3.7%

85986 34488 aswan 34000 Revenues($mIII) 40000
2010.0 2936.0 2045 2035 Netproflt i 3385

5.4% 19.4% 125% 12.5% Income TaxRate 12.5%
7.0% 5.3% 20% aux AFUDC%to netproIlt 4.0%

52.8% 495% 52.0% 506% LongTerm DabtRalIo sa5%
_47.2% 50.4% 48.0% 49.5% Col1mon E ui Ratio 49.5%

65229 83943 60975 60050 Total Capital($mlil) 798W
78707 80233 02950 84260 Ndplanl $mlII 86900
4.2% 5.7% 6.5% 6.6% RoturnonTotalCap'I 5.5%
6.5% 9.1% 8.5% 8.5% RuturnonShr.Equlty 8.5%
6.5% 9.1% 8.6% 8.5% Return on ComE E &5%
2.2% 4.7% 4.0% 4.0% RetainedtoComEq 4.0%
66% 48% 51% 52% AIIDiv'dslonetprd 53%

large oomml a lndl. 17%; other, 13%. Generating sources: nrucle
at, 65%, other. 10°A; punch., 25%. Fuel costs: 45% of revs. 19
dept. rates: 2.8%7.4% doc.. 2.0% gas. Has a2,700 employ. Chair
man: Mayo A. Shatiudc III. Pres. & CEO: Chrlslopher M. Crane.
Inc.: PA Address: 10 s. Dewbom So., P.0. Box 806379, Chicago,
IL 606805379. Tel.: 312394739B. Internet: vwnrw.exe3oncorp.com.

expenses stemming from the coronavirus.
Several rate cases are pending. In
Maryland, Baltimore Gas and Electric is
seeking increases totaling $228.1 million
over a three-year period, based on a 10.1%
return on equity. An order is due in De-
cember: Pep co is asking the regulatory
c om m is s ion i n W as hington, D C f o r a
three-year plan that would raise rates by a
total of $135.9 million, based on a 9.7%
ROE. An order is expected in the first
quarter of 2021. Pep co is seeking a $110.1
mil l ion, three-year increase in Maryland,
based on a 10.2% ROE. A ruling is due in
May. In Delaware, Delmarva Power filed
for hikes of $9.1 million (gas) and $23.7
million (electric), based on a 10.3% ROE,
with orders due in the first and second pe-
riods of 2021, respectively In Pennsylva-
nia, PECO is seeking a gas increase of
$68.7 million, based OD. 10.96% ROE. A de-
cision is expected in June. These should
h e l p the bottom  l i ne in 2021.
The dividend yield of Echelon stock is
slightly above the utility mean. How-
ever, total return potential does not stand
out for the 18-month or 2023~2025 period.

E.  D e b b a s ,  C F A N o ve mb e r 13 , 2 0 2 0

ay,05,
l '14, 2ae: '16, (58¢); '17, $1.i9; '20, D

l
paid In early Mar., June, epl, 81 Dec.

rdnv. p lan  ava i l . c
roes. in

B+
96
as
s o

Company's  Financial Strength
Sloc 's  Prisca Stability
Price Growth Pers ls lence
Earnings Predlctablllty

To subscribe call 1-800VALUELINE

.95

201B .60 .65 .76 .16 2.07

2019 .93 .50 .79 .79 3.01

m o .60 .73 .89 .68 2.90

2021 .85 .60 .90 .65 3.00

Cal 0UARlER|.Y01VDEND$PA1D"l Ful l

ender Mar.51 Jun.30 Se .30 Dec.31 Year

2016 .31 .318 .318 .318 1.26

2011 .3275 .3276 .3275 .3275 1.31

2018 .345 .345 .345 .345 1.aa
2019 .3625 .3625 .3625 .3825 1.45

2020 .3825 .3025 .a825

A) D l l L d e d a g .E xL . g a o l :
1 9 .85); '08, (81 6)90;°20¢); . l°?33§3. 8°
'13 , 3  ¢
(584), 18 EPS dont sun due no roundi ng. Next C h a

9  2 0 2 0  V a l l e  U n e ,  I n c .  MI N s  les eiv ed.  F ac t ual m ideN al I t

THE PUBLISHER IS NOT RE BLE F OR  MI Y  ER R OR S OR OMSSI

o1llrnay berepf 0¢lood,reeol4,  awed of  : iansmiled In any  prirmd. ahoiunlc of

Echelon plans to close two nuclear
plants in Illinois in 2021. These non-
regulated units are unprofitable due to low
power prices, and the company has been
unable to convince the state overnment to
grant it subsidies that word enable the
plants to stay open. Our presentation ex
cludes the resulting charge of $0.38 a
share against third-quarter results.
The company is considering a corpo-
rate separation. Echelon Generation
might be spun off Conditions for the non
regulated operations have been difficult
for more than a decade. This is one reason
why Echelon made utility acquisitions in
2012 and 2016, thereby increasing the pro-
portion of corporate profits generated by
the regulated utility business.
We expect profits to decline in 2020.
Our estimate is below Exelon's targeted
range of $3.00-$3.20 a share because we
include certain ongoing items that man-
agement excludes from its guidance. The
recession haBn't had much effect on earn-
ings because 70% of Exelon's utility busi-
ness operates under regulatory mechan
isms that decouple revenues and volume.
Also, management has cut costs to ouTset Paul

mlngs report due midFeb. 03 Dlv'ds hlslorl alrd on com. eq. in IL In 15: 926%; In MD In
I

Incl. deferred 9.76%, earned
19 $15.43/sh. low In mill. (E) Rate Reg.

obtained tram sourw s ballad to be reinble and Is pmvlded vdlholll w anantias of
ONS HEREIN. Thlzauubif zaion Is s lridly  ¢ol subseribars um.

u t h e r f u m o f m lorgmerahngof nadzaung any prln

16: 9.75% els e., 9.65% gas , in NJ In '16:
on avg. com . 'l 'Il : 93%.

Climate: PA, NJ Avg., ,m  ,Below Avg.

kind.

nonenm m as dal.  ham al m 3740 pan

led a elacuodo pdzlraion, snrWo or p4aducL
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Evergy, Inc. was formed lhrou rzulilaunmnaznaunam 2én8lmaawxmyx1 ala

lam
195
1.10

:msW

TIMELINESS 3 New 911V20

SAFETY 2 nw91l4r1s

TECHNICAL 5 New 9f11/20

BeTA 1,00 (1.o0mafkee)

18momh Target Price Range

LowHlgh Mldpnlnl(%toMld) .

$39495 $67 (26%) . .

2623-259
AnnITotal .

Philco Gain Return . .
i n ao .,.50%l 14% , ,
ow so +15% 7% ,

lnstltutionaIDeolslons .

26:4 232 216 §»?§?§§' 33

191230 1859/9 184928 traded 12
the merger

of Great Plains Energcy and Wester Energy
in June of 2018. real Plans Energy
holders recelvqd .5981 of a share of Evergy

for each cr thayer shares, and Weslar Energy
holders received one share of Evargy or
each of their shares. The merger was com
Eleted on June 4, 2018. Shares of Evergy
Egan trading on the New York Stock Ex

change one day later.

CAPITAL STRUCTURE as of 6/30/20
Totll Deb! $10415 mm. Due In 5 Yrs $32944 mill.
LT Debt $92812 mill. LT hlexesl $378.3 mill.
Ind $47.9 mill. capllalzed leases.
(LT Interest earned: 3.1 x)

Leases, Uncaplllallzad Annual rentals $20.6 mill.

»

Pandora Assets-12119 $173213 mll
Obllg $27182 mill.

8.0% Return on Com E ull E

5 5 5 0

7 7 5

13 . 0%

2 . 0 %

5 3 . 5 %

4 6 . 5 %

2 0 5 0 0

2 2 7 0 0

5 . 0 %

8 . 5%

8 . 5%

"'1!!!!!-...--!!--
3595533558995saz! ! ! ! ! !

E E E i 9 ' F 1

g! ! ! ! . . !
assesses
========:'::'::! ! 89% 73%

BUSINESS Evergy. Inc. was lonmedihrough the magerofGreat other. 9%. Generating sources: ooaI. 64%, nuclear, 17%, purNA
NA

NA
NA

NA
NA

I
I

NA
NA
NA

NA
NA
NA

NA
NA
NA

sldlalies (now doing business under the Evargy name). provides rate: 3%. Has 4,600 employees. Chalrman: Mark A. Ruslle. Presi
electric service lo 1.e million customers In Kalsas and Mlseourl. ln dent & Chlel Executive Officer: Terry Bassham. incorporated: Mis.

cludlng the dealer Kansas Olly area. Electric revere breakdown

. Ya
Past
s Yrs.

Est'd 2019
to 2a'zs

1.5%

earnings estimates by $0.10 and $0.15,4.5%

stake (equivalent to 11.3 million shares)

group, took in January Elliott pushed Ev-
to explore as

of the company
capital spending :lime at adding renewa-

o

2017

Cal Full

I
2016

mill., '18: 93%.
Rate base: Original cut! 19:72%.

B++
80

NMF
NMF

guidance, includes adviser fees and a
(:h81§e an
whic 1 together are expected

are. Without these costs in 2021,
profits should top the $3.00-ashare mark.

ratebase We expect a dividend hike in the
fourth quarter. We look for a boost of
$0.08 a share (5.9%) in the quarterly pay-

15% since August out, and project healthy dividend growth
before news broke about the to 5-year period.

dividend yield is about
average for a utility. Total return poten-
tial is more attractive for the 18-month
$ 8 8 1 1  t h a n

t at the equity has a Timeliness rank now
that its trading history is long enough.

September 11,

Company's Financial Strength
Stock's Price Stability
Price Growth Persistence
Eamin sPredlc!abllily

To subscribe call 1800VALUELINE

(A) Dilllled EPS.
intangibles.

due Nov. (D) in millions.
March,
9 2020 Value the,

OR OMISSIONS HEREIN. mis wqw as  skelly  f or subscrbsrs  own,

u I may be rspmduced, unsold, stored of nransmkled In any purled, dedronio or me form. 01 we bf wneraUng or neck=i\§
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s m c x IIDEX

1 y r. 15 . a 8 . 7

S y r . _ 17 . 0

s o . . _ 45 . e

2 0 1 6 2 0 1 7 Y A L U E I J I E P U B , L L C

16.76 e t : 21.80 2225 Revenueepersh 24.50
4.89 7.18 7205 7.55 "Call Fl¢rwporsh 9.00
2.50 2.79 276 a.1o Earningspersh A 3.50
1.74 1.93 2.05 2.17 Dlvd Decfd perch Bl 2.55
. 5.3 Z00 Z60 Uap'ISpendlng pens

39.28 37.82 38.45 3.9.40 Book Vakropersh c
26.84 22100 92100 Common She 0utsi'g D

22.7 21.8 swag vgAnn1 W3Ratio
1.28 H7 Value Rehilve plenum
3.i% 32% ° AvgAnn'IDlvdyield

4275.9 5147.8 4850 5050 Revenues($mlI)
535.8 669.9 640 685 NetprofH Sm
9.8% 126% 13.0% 13.0% hcome Tax Rate
2.5% 2.5% 2.0% 2.0% AFUDC %10Net profit

40.0% 50.6% 51.5% 52.5% LongTefm Debt natlo
6c.0% 49.4% 48.5% 416% CommonE i Ratio
16718 17337 17950 18760 TutaICapltaI($mi)

Wd s w¢knone 18952 1sa4s 19950 :we nawlam sml

4.0% 4.8% 4.5% 5.0% Fletum onTo¢aICap'I
Common Stock 226,B27,540ShB. 5.3% 7.8% 10% 8.0% Return onShr. Eqully
as oI 7I3I/20 53% 73% 7.0%
MARKET CAP:$12 blIIlon(Large(2ap) 5% 2.4% 30% 25% Balained \0Com Et

ELECTRIC OPERATING STATISTICS 59% 58% AIIDIv'dst0Netpro1
2017 2018 2019

i'»§79'a"8'Z'3»""°""'° Plains Energy and Wsslar Energy In June of 2018 Through is sub. dwased 29% Fuel costs 25% of revenues 19 reported depfec
A»g.\1¢l»l:nw» a n NA 7.11 7.2s . .
Qrglkledlyalgdi

Amua llF [ sour. Address: 1200 Main Slroel. Kansas City, Missouri 64105.
%CIw \geOrslanorspaul NA NA N A resldenlIal,s7%; ccmmerdal, 35%; Industrial. 12%:wholesale.7%; Tel.8I65582200.htsrnet:www.evergylnc.com.

rueaai Cw. NA azz sos Evergy has announced the result of necessarily higher rates or a lower quality
ANNUALRA1ES Pas: its strategic review. This arose from the of service. Whether this will affect the
oldrango{pash) 10 yr8. . gym remains to be seen.
R ggigw, _ 459 Elliott Management, an activist investor e raised our 2020 and 2021 share-

31585888 .. I. 5.5% ergy options such a sale or respectively June-quarter profits topped
Book Value 20% merger , or an increase in our estimate by $0.10 a share, due in part
Cal QUARTERLY REVEMIES(S mlli.) Full to favorable weather patterns. Our revised

ender Mar.81 Jun.80 se .30 0ec.a1 Year be generation. Evergy chose the latter op- estimate of $2.76 a share is within Ever-
. . . . . . . tion. The company increased its fiveyear gy's targeted range of $2.66$2.96 a share

2018 600.2 893.4 1582.5 1199.8 4275.9 capital budget by $1.4 billion, to $8.9 bil (on a GAAP basis). Our estimate, and this
2019 1216.9 1221.7 1577.6 1131.6 5147.8 lion. This will boost annual ratebase
2020 1117 11a5 1548 1100 4950 growth to 5%6% from 8%4% previously, for early retirement program,
2021 1200 1200 1550 1100 5050 which is lower than that of most utilities. to amount to

Elnnllcsp£n SHAR£A Wall Street was disappointed by the $0.24 8 s
ender uar.a1 Jun.30 .to 08431 Year news. It's not that increased capital
2011 . . . . . . . . . . spending, and much-greater
201a .42 .ss 1,82 .07 2.50 growth, is bad. The problem is that the
2019 .se .57 1.50 ,28 2.79 market was hoping for a takeover. The
2020 .31 .59 1.65 .30 275 stock price has declined
2021 .45 .66 1.65 .as 3.10 3rd, the day over the 3-
cat- aUANTERt.YDNIOENDSPAIJH. Full company's decision. This is unrelated to T he stock 's

ender Mar.31 Jun.ao Se .to Dec.31 Year the upcoming retirement of Evergy's chief
. executive officer, 'Ibrry Bassham.

2017 .. . . . . . . . The regulatory commissions in Mis- for the 2023-2025 period. Note
2m8 .40 .40 .48 .475 1.74 sour and Kansas have opened invest
2019 .475 ,476 .475 ,505 1,93 igatinns into Evergy's plan. The regula
2020 .505 .505 tors want to ensure this won't lead to un- Paul E. Debbas, CFA 2020

19 eamin x<:ont sum lo fun DMdend reinvestment plan avallabte. (Cg hcl. In MtssouN in 18: none spotted; In Kansas m
year total dueto rounding earnings report In 19: $40774 $17. 9Ish. Eamed on avers common equity.

e (B) Dtvtdends to mld . (E) Regulatory Cttma Average.
ne, September, and Arber.. depreciated. Rate allowed on common equity

Inc. Al 905 rsselved. Factual material is obtained tram sources believed lo be retable and is pvovtded wilheut warranties d enlhkhd.
THE PUBUSHER ISNOT P£SP NSIBLE FORAANEHRORS nence.ltn\usdal,lntewlalUs9. part

any printed or eledrnric putsicaion, sssvtee 01 predazt.
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450 Net Prdlt $m111

27.37 a2.8a 21 .96

1.87 1.94 2.23

.89 .92 1.23

.67 .67 .87

1.61 1.85 2.87

7.14 7.59 8.79

a0.0c 182.49

14.1 14.9 13.

.74 .79 .74

5.3% 4.9% 4.0%

CAP1TAL STRUCTURE as of 6130/20
Total Deb! W56a.4 mill. Due In 6 Yrs $75.0 mill.
LT Dob\ sa4sa.4 Mi".
(LT Interest earned: 4.2x)

4852.5 5971.6 7:aa4.7 7160 7265 TolaICapltaI($mlll)Pension AS$ets42/19 $530.8 Mf".

P(d Shock None

z01s
+1.1

MARKET CAP: $8.4 bllllon (Large Cap)

ELECTRIC OPERATING STATISTICS
2017

2.2 +6.8
NA NA

NA NA NA

NA NA NA
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The price of Enable Midstream Part-
continues affect the

f un Ghargo C42 (39

A N N U A L  R A T E S

of  change (be: sh)

R e v e n u e s

" C a s h  F l o w "

E a r n i n g s

D i v i d e n d s

B o o k  V a l u e

6 . 0 %

. 5 %

I

covery its coronavirus-related costs in Ok-

ouht to help earnings rebound in 2021.
receives from Enable have been halved. In 0 &E is awaiting a regulatory deci-r

rs 9 8 . a

C a l

e n d a r

2 0 1 7

2 0 1 8

2 0 1 9

P a s t P a s t  E S 1 d 1 7 - 1 8

10 Y rs .

- 5 . 0 % 5 . 5 %

4 . 0 % 1 . 0 %

6 . 0 %

7 . 0 % 1 0 . 0 %

7 . 0 % 5 . 5 %

QUARTERLY  REVENUES (S mill. ) F u n

Mar.$1 Jun.30 Se .30 DeC.31

4 5 6 . 0 586 . 4

4 9 2 . 7 5 6 7 . 0 5 1 1 . 8 2 7 0 . 3

4 9 0 . 0 6 1 3 . 7

|

C a l

e n d a r

2 0 1 7

EAHI INGS PEH SHARE A

Mar.31 Jun.80 Se .30 Dec.31

. 1 8 . 5 2 . 9 2 . a c

Full
Year

1.92

28% this making this one of the payment. We estimate a boost of $0.09

the 8 to 6year period.
|

'Ibtal return otential
period and re-. a a z s

. 3 6 5

. 3 6 5

. 3 8 7 5

profits were a bit below our estimate. Our is more than one percentage point above
revised estimate is near the low end of the utility average.

1.36 OGE's targeted range of $2.08-$2.18 a is strong for the 18month
1.48

AnnITolal
Raium

3332
I [ I 9. %TOTE RETURNW20

zmoao . J38< vgggggv
203 Pennant 18 1 yr. 23.1 8.7

*82 lradod e
2 0 0 7 2 0 0 8 2 0 0 9 2 0 1 3 2017 °VAlUELINEPUB.LLC

20.88 21.77 14.79 19.04 19.98 1958 14.45 12.30 11.00 11.31 11.32 11.37 11.15 10.50 11.50 Revenuesporsh

2.39 2.40 2.69 3.01 3.31 3.09 3.46 3.40 3.23 3.31 3.34 3.74 4.02 4.05 4.35 "Cash Flow"persh

1.32 1.25 1.33 1.50 1.73 1.79 1.94 1.98 1.69 1.89 1.92 2.12 2.24 2.10 2.25 Eamlngspersh A

.8B .70 .71 .73 .76 .80 .85 .95 1.05 1.16 1.27 1.40 1.51 1.00 1.60 Dlvd DeG1d 8f$h 81

. .av 4.36 6. .B 2.74 3.31 4.18 2. 7 3.18 2.90 3.06 CaplSpend!ngpersh

10.14 10.52 11.73 13.06 15.80 16.27 16.65 17.24 19.28 20.05 20.69 10.25 10.05 Bookvalue sh c

183.80 19400 19620 196.20 197.60 99. 0 99.70 199.70 199.70 199.70 200.00 200.00 C0l\mon5hsOuts1'g 200.0

a.8 12.4 108 133 . 5.2 17.7 18.3 177 1 M 18.5 190 BoMRglnun Avg AnnlpIERatlo 9.5

.73 .75 .72 .85 .90 .97 .99 .98 .89 .99 .92 .B9 1.02 M , Re18t1yeplE BB110 1.10

3.8% 4.5% 5.0% 3.7% 3.1% 2.9% 2.5% 2.6% 3.5% 3.9% 3.B% 4.0% 3.5% aM Avg Ann'IDIv'dY1dd 4.0%

37169 3915.9 3571.2 2B67.7 2453.1 2196.9 22592 2261.1 2270.3 22a1.s 21M 2300 Rovelules(Mlm 2750

295.3 342.9 355.0 887.6 395.8 we MY aa4.s 426.5 449.8 420 505

LT Mewat$1M.4mHI. 34.9% MW 26.0% 24.8% 80.4% 8% 30.5% 32.5% 146% 7.4% 13.0% am hcomeTaxRate MW
5.7% 9.0% 2.7% 2.6% 1.7% 3.7% 6.4% 15.0% 8.3% 1.8% 1.0% 2.0% .AFUW%1u neron 2.0%

Leases, Mcapi1aMdMnwlremals$6.2 mill. 50.8% 51.6% 50.7% 43.1% 45.9% 44.3% 41.1% 41.7% 42.0% 43.8% 49.W 4ao% W gTem wlw ic 49.0%

49.2% 48.4% 48.3% 56.9% 54.186 55.7% 58.9% 58.3% 68.0% 60.4% 61.0% 620% Common u Ratlo 61.0%

5000. 4 5615. 8 we 5999.7 5849.6 6600.7 69020 8050

0bllg $6169 mill. s4e4.4 7474.0 8044.0 0012.8 6979.9 7322.4 76062 0a39.9 0843.8 9044.6 0205 9545 NelPlant ms25
7.8% 7.8% 7.7% B.5% 7.0% 6.9% 7.0% 7.0% 7.3% 7.1% 10% 10% ReturnonTotalCop'l 7.5%

CommcnStock200,169,8S8shs. 12.9% 13.4% 12.8% 12.8% 12.2% 10.2% 9.8% 10.0% 10.6% 10.9% 11.5% 12.0% RetumonShr.Eqully 12.0%

12.% 13.4% 12.8% 12.8% 12.2% 10.2% 9.8% 10.0% 10.0% 10.9% 11.5% 72.0% Retumon ComE ul E 12.0%

6.7% 7.7% 7.2% 7.3% 6.5% 4.0% 8.8% 8.5% 3.8% 3.6% 3.0% 3.0% ReteinedtoCumEq 2.596

48% 48% 44% 43% 47% 61% 67% 84% 54% 67% 76% 74% AIIDivdBlon81pr01 78%

2018 BUSINESS: OGE Energy Corp. is a holding company for Ok1ah0 ting sauces: gas, a6%: coal, 15%; wind, 6%: pwchasod, 45%.
NA ma Gas and Electric Company (OG&E), which smpies electricity to Fuel costs 35% of revenues. 19 reported deprsdatlon rate lutlllly):

A»g.MrsLPavi 5.30 4.B6 4.69 85a,000 rxzslomas in Oklahoma (84% of electric revenues) and 2.7%. Has 2.400 employees. Chairman, President and Chia! Exec
8456 s e a s a w western Arkansas (8%), wholesale is (8%). Owns 26.6% of Enable utive Officer: Sean Trauschke. Incorporated: Oklahoma. Address:

Midstream Partners. Eleclrk: revenue breakdown: resldenllal, 40%; 321 North Harvey, P.0. Box a21, Oklahoma Clty, Oklahoma 73101.
+ 1 . 0 + . 9 + 1 . 0 o0mmerdal,28%,lndustrlal,I0%;ollfleld.9%;othar,18%.Genera 032I.Telephone:4056533000.lnleme1:

as 292 was a decline in equity income from OGE's
hers stock to stake in Enable. Oklahoma Gas and Elec-

5 Yra. wa25 price of OGE Energy stock. OGE has a trio has held up well despite the corona-
3.5% 25.5% stake in the midstream natural gas virus problem. Oklahoma has a relatively

Nov 88g master limited partnership. Enable has low unemployment rate, and OG&E re
. ° . been hurt by re uced activity in the gas ceived permission to defer for future re-

and oil sector this year, so its units have
lost nearly 50% of their value since the lahorna and Arkansas. A better economy

Yea! start of 2020. The distributions that OGE

716.8 501,11 261.1 addition, OGE took a pretax charge of sign in Oklahoma. The utility is asking
755.4 472.5 2231.6 $780 million in the first quarter to write the state regulators to approve an $810

2020 4313 503.5 715.2 450 2100 down the value of its stake in Enable. million grid modernization plan. The com-
2021 son 550 750 500 2300 (There will be tax adjustments throughout party wants to recover the costs through a

the remainder of 2020, and the company rider (surcharge) on customers' bills. A
expects the aftertax nonrecurrin charge ruling is expected by yearend.
for the full year to amount to $690 mil- Adividend increase is likely later this

201a .27 .ss 1.02 .27 2.12 lion.) The price of OGE stock has fallen month, effective with the October
2019 .24 .50 1.25 .26 224 year, a
2020 .ze .51 1.13 .23 2.10 worst:-performmg equities m the electric share (6,8%) m the annual disbursement,
2021 ,25 ,55 1.20 .25 2.25 utility industry. . . and project similar dividend growth over

QUAR1ERI.YPNIPENI)5PAI9S1 W e  c u t  0 l l l 88l! l l l1gS estimate by
egg M8r.31 Jun.30 Se .30 Dac.81 oF"" $0.06 a share, to $2.10. Junequarter This stock has an attractive yield.Thls

2016
2017
2018 .8325 .es25
2019 .365 .365
2020 September 11, 2020

A
losses): '04, '15, (aw). '17, '19, nlateJan., 80

&OCI . 32

Ne! orl9lnaI Comkans Financial Strength
19: Stoc s rlce Stablllly
com. Price Gfowlh Perslslonce

Earnings PredlclablMy

To subscribe call 1-800VALUELINE

.275 .275 275 .3025 1.13

.3025 .3025 .3025 .3325 1.24

share, which is unchanged. Earnings are spectable for the pull to 2023-2025.
.3875 .3B75 .3875 l i k e ly to fal l  short of the 2019  ta l ly due to Paul E. Debbas, CFA

) Dlluled EPS. Excl. nonrecwrlng gain rounding next aamlngs reiaorl due we Nov. mill., adj. for spit. (E) Rate base:
82). 1.18; (ByDlvds historically gold pr., cost. Rate allowed on com. eq. In OK In

8¢), 20, ($2. la gala on discord ops.: 05, Ju . Dlv'd re veslmentplan avdl. C) 9.5%; In AR In 'l 8: 9.5%; earned on avg.
254. '06, 20¢. '1a a 19 EPS donl sum due to Incl. deferred charges. In 19: $1.53/sh. (D) eq., '19: 11.0%. Regulatory Climate: Average.

9 24120 Vnluo Lha, no. All l8hls resewed. Factual malsrlal H onlamd loom suumss halmind to be fellable and Is provlxlenl wlinul warlrlflllsa d anKkhd.
TlE PUBLISHER IS NOT RESP NSIBLE FOR ANY ERRORS OR OMISSIONS HEREN. ThlsJ1ubimllon h slrklly M aubscribef 's lvfm. nulreumnlnmlal. lnlamal use. pan
al I may N lapmdueod, iusoii. aimed ov kmsmled In my pfinle(l. slndmdc or olucr lam, or use la ganefallng or maikehg as/ prhled of dedmnic publcallun, servicer or pmduot.
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Leases, Uncapltalzed Annual ranlels $22.3 mill.
Pena l on  Aase ta12 /19  $329 .8  m i l l .

Ob l l g  $3848  m i l l .

P f d  S t o c k No m

Com m on  S tock 40 ,872 ,084  she .
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mw wind farm at an expected cost of $260
million. The projects should be completed

will robably be less than expected three in late 2020 or early 2021.
montlls The dividend yield of this untimely

stock is about equal to the utility
mates by $0.10 each year, to $2.16 and average. The equity offers attractive total

return potential for the 18month span,
1.40 was positive, but modest. The share price but isn't as high for the 2023-2026 period.

Paul E. Debbas, CFA

$ 4 . 6 7 / sh .  D  I n f i l l . R a t e  a l l d o n c o m . a C o a sFl n a n c l a I S 1 ro n
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To subscribe call 1800VALUELINE
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30.45 37,43 41.50 a7 .0s

2.88 a.a9 8.65 2.a1

1.50 1.69 1 .78 1.09

1.10 1.15 1.17 1.19

1.72 2 .  5 5.43 7.51

14.81 1 6 5 7 17.55 19.14

28.98 29.40 29.62 2 9 2 5

17.3 15.4 17.3 19.0 30.1

.91 .82 .93 1.01 1.81

4.2% 4.1% s o . 3 .5% 3.8%

CAPIT AL  ST RUCT URE as o f  6 /30 /20

Total Debt $765.9 mil. Duo In 5 Yrs $190.3 mill.
LT  Debt $724.4 mi l l . L T  l n l e re st$ 3 3 .8  m l l .

(LT  In tsresl  earned:4.1 x)

M ARKET  CAP:  $ 1 .8  b l l l l o n  (M i d  CW) 1.2% . . -

ELECT RIC OPERAT ING ST AT IST ICS

2 0 1 7 201 a 2 0 1 9

+1 .4

co .m'1*".£~.*1° N A  1 1 1  1 1
Peak L2a$,Ylilaf(Unl 9 1 7 9 1 2 N A

N A N A N A

any + 5 + . 2

Flxad() hOw. 6 0 8 4 0 9 4 0 7

A NNUA L  RA T E S P a st P a st E sl ' d  ' 1 7 -1 9

cl change (Def dw) 10 Yrs. 6 Yrs. t o  w a s

R e v e n u e s 4 . 5 % . 5 % 3 . 0 %

"Cash  Fl 1>w" 2 . 5 % 6 . 0 % 5 . 0 %

E a rn i n g s 5 . 5 % 9 . 0 % 5 . 0 %
Di v i d e n d s 1 . 5 % 2 . 6 % 5 . 0 %

B o o k V a l u e . . 4 . 6 % 4 . 5 %

C a l - QUARTERLY REVENUES (S mill.) F u n

e n d e r Ma1131 J I J I L 8 0  S e  . 3 0 De c.3 1 Ye a r

2 0 1 7 214.1 212.1 2 1 6 .5 2 0 6 .7 849.4

2 0 1 8 241 .2 226 .3 2 2 7 .7 221 .2 9 1 8 4

2 0 1 9 246.0 229 .2 2 2 8 .6 215 .7 919.5

2 0 2 0 234.7 192 .8 2 1 2 .6 2 1 0 8 5 0

2 0 2 1 2 5 0 2 3 5 2 3 5 2 2 0 9 4 0

Ca l EARPINGS PER SHARE A Fu l l

e n d e r I A a r . 3 1  J u n . 3 0  S e  . 3 0 DaC.31 Ye a r I

2 0 1 7 . 4 9 .4 2 . 4 5 .5 0 1 .8 6

2 0 1 8 . 6 6 .4 7 . 5 8 . a s 2,oe

2 0 1 9 .e e .3 9 . 6 2 .5 1

2 0 2 0 .6 0 .4 2 . 6 3 . 5 0 2. 15

2 0 2 1 . 6 8 . 4 7 . 6 5 . 5 0 2 .3 0

C a l QUARTEFILY DNIDENDS PAID B . F u n

e n d e r .3 1 J u n . 3 0  S e  . a o De c . 8 I Ye a r

2 0 1 6 . 3 1 2 5 .3125 . 3 1 2 5 .3 1 2 5 1 .2 5

2 0 1 7 . 3 2 .3 2 .3 2 .3 2 1 .2 8

2 0 1 8 .3 3 5 .335 .3 3 5 .3 3 5

2 0 1 9 . 3 5 . a s .3 5 .3 5

2 0 2 0 . 3 7 .3 7 .3 7
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29.03 31.08 29.86 23,75 24.63 21.48 20.60 20.42 21.47 23.10 22.90 20.50 2 2 .6 0  Re vwu e s p e rsi s 26.50

2.76 2.60 2.36 2.71 3.02 3.09 3.14 a.44 3.70 3.96 4.11 4.05 4 . 3 5  " Ca sh  F l o w" p e rsh 5.25

.71 8 .4 5 1.05 1.37 1.55 1.58 1.60 1.86 2.00 2.17 2 .1 6 2 .3 0  Eg ym n g g p g tg h  A 2.75

1.19 1.19 1.19 1.19 1.19 1.21 l . 2 a 1.25 1.28 1.34 1.40 1.48 1 .56  w e  D ed 'dpe rs h  B. 1.30

.95 2.38 2.04 9.20 4.5 4.40 4.2a 4.10 3.36 2.66 5.16 , a s p e n  I n  p e n s

18.78 17.57 15.83 14.4a 14,75 15.39 16.98 17.0a 17.62 18.38 19.46 20.70 2 1 .4 0  B 0 0 k vB l l l 9 p 8 f8 h  c

a w 36.41 36.17 36.27 37.22 37.88 a9 .as 39.56 39.60 O m ro n  sh e  O u t s g

3 1 2 -65.1 47.5 21.7 21.1 1B.8 18.2 202 235 Bold fl In am Avg Ann a t  0

aaa 3.51 2.98 1.38 1.19 .99 .92 was 1.20 126 Valu Um Relelivs PlERallo
5.4% 6.7% 5.6% 5 2 % 4.1% 4.1% 4.3% 3.9% 2 9 % 2.7% I A vg A n n l DI vd  Y l e l d

1110.1 1077.8 859.2 799.3 779.8 803.5 849.4 916.4 9 1 9 5 0 5 0 940  Revenues($m l l I )

. 56.9

14.5% 5.2% 22.6% 27.0% 24.5% 25.5% 15.0% 18.7% 18.0% 18 .0% 1ncom eT ax Bde 10.0%

8.8% 1.7% 3.9% 3.5% 2 2 % 2.3% 4.1% 4.9% 9.0% 4 .0%  A r uoc es mnex v r u lr 3.0%

40.2% 44.8% 44.0% 42.1% 48.5% 42.4% 43.0% 41.3% 44.7% 45.9% 42.0% 4 5 .0 % L o n g T e rm Da h tRa t Io 4 7 0 %

58.4% 64.0% 54.4% 57.9% 53.5% 57.6% 67.0% 58.7% 55.3% 5 % sa o % 5 5 . 0 %  Co m m °n E Ro l l o 5.10%

1083.3 1058.9 959.2 924.4 1011.a 1051.0 1175.4 1187.3 1318.9 1471.1 1405 1625 Tet8lC8p11.8l ($Ml l l ) 1050

1108.7 1077.5 1049.5 1167.0 1268.5 1387.8 1477.2 1539.0 1581.1 1753.8 2055 2 1 2 i  N e t P l a n t $ 2275

2.7% 3 2 % 5.7% 6.8% 8.7% 8.8% 6.5% 7.3% 7.3% 7.0% 7096 Z0 % Re tu rn  o n  T o ta l  ca n z o x

2.1% 2.8% 7.8% 9.4% 9.9% 9.7% 9 3 % 10.6% 11.0% 11.1% 10.0% 1 1 . 0 % Re t u rn  q n sh r. E q u l l yE 11.5%

2.0% 2.7% 7.3% 9.3% 9.9% 9.7% 9.8% 10.6% 11.3% 11.1% 10.0% 11.0% Hetumon ComE ul 11.5%
NM F NM F 2.2% 2.0% 2.1% & 3 % 4.0% 4.0% 3.0% 8 . 5 %  Re t a l n e d t o ca rn E q 4.0%

NM F 116% 8 7 % 78% 7 9 % 78% 69% 85% 84% 69% 6 7 %  A l l m v ' ¢ ¢ 1 0 re rp f ° f 68%

BUSINESS: Otter Tail Corporation b the parent of of Tall Power Fuel costs: 14% of revenues. Also has operations In manufadurlng

N A Company. whkth supplies  electricity to 1 3 2 . 0 0 0  cu st o m e rs t o and plastlcs(38%o1 18lnoome).19 reported depress. rate (ulillty)
6 . 2 6 Minnesota (52% of retail electric revenues). North Dakota (38%), 2,8%. Hes 2,300 employees. Ghaim\an: Nathan I. Parlaln. Presi

and South Dakota (10°A). Eledric rev. breakdow n: residential. 32°/e, dent & CEO: Charles S. MacFarlane. lm: Minnesota Address: 215

commerdel s. farms, 36%; lnduslNai, 3094; other. 2%. Generating South Caemde St., P.O. Box 496, Fergus Far. Minnesota 56538

+ . 1 sources: coal, 45%, w ind 8. Hydro, 8%. other, 1%. purdmased. 48%. 0495. Tel.: 8684108780. Internet; vnrw.oltertaI.cem.

Otter Tail Corporation raised its earn- The weak economy has hurt Otter
ings guidance for 2020 upon reporting Tail. Besides t.he negative effect of the
Junequarter results. Profits of $0.42 a sales decline on utility income,
share topped the year-ago tally and were my's Manufacturing segment has
above our estimate of $0.35. The Plastics hard, as many customers closed facilities
segment is faring better than expected. due to the coronavirua. A slowdown in
Market conditions suggest that volume sales of oil and gas tracking equipment is
and (possibly) pricing will improve in the another factor. In re onse, the company
second half of 2020. Management now esti has cut operating an? maintenance costs
mates that this operation will generate a in each division. Otter Tail Power has also
refit of $0.60-$0.64 this year, versus asked the regulators in each state to allow

£0.61 in 2019 and its previous expectation the utility to defer for future recovery
of just $0.43$0.47. This is the primary costs associated with the coronavirus. We
reason why Otter Tail revised its targeted expect a stronger economy in 2021, which
range for 2020 from $2.00$2.25 a share to points to higher earnings next year.
$2.10$2.30 a share. (This is still below the 'I\vo significant projects are under
company's original guidance of $2.23- construction. Otter Tail Power is build-
$2.37, issued in February.) Another reason ing a 246megawatt gasfired plant at an

2.17 is the negative effect on earnings from de- expected cost of $154 million and a 160
clines in commercial and industrial
kilowatt-hour sales at Otter Tail Power

ago: $0.04$0.06, versus $0.06-
$0.10. We raised our 2020 and 2021 esti-

1.34 $2.30, respectively The stock's reaction

is still down 24% for the year.
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BUSNESS PNM Resources. Inc. Is  a holding company with two

ragulaled electric ullilies. Public Service Company cl New Maxim

(PNM) serves 532.000 customers in noilh central New Mexlcc, In

commardai, 3596; industrial, 6%. other, 19%. Generating sources

no available. Fuel costs: 28% of revenues. 19 reported deprada~

lion sales 2.5%-7.9%. Has 1,700 employees. Chalrman, Presidenl

as of 7/24/20
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PNM Resources' subsidiary in
Texas has received some rate relief.
The ul;ilil;y files twice a year for recovery of

5.0%
5 %

"operating"
from $2.16-$2.26 a share to

provided
$24.1 mil-

Full
Year

ouAnranLv REVBIUES (s nil.)

Mar.51 Jun.30 .CMJ Dec.31sndar

2017

2018

We expect the board of directors to
raise the dividend at its December
meeting, payable in the first quarter317.9 as2.a 422.7 343.7 1436.6

450
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(5.7%) in the annual disbursement. PNM
earnings estimate of $2.20 a share is below Resources goals are yearly growth of 5%

6% and a payout ratio of 60%-60%.
The share count will likely increase

Junequarter by yearend. PNM Resources executed a
$0.20. In forward sale of 6.18 million shares of corn

mon stock (raising $290 million) in early
2020 and will probably settle this in De
cember. Accordingly, the common-equity
ratio will be much improved.

der in mid-2022, which is when the utility The dividend yield of this timely stock
will retire a coal-fired plant and replace it is low for a utility Total return poten-

battery rial is above average for the 18-month
span, but unappealing for the 3 to 5-year

eriod.
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galnl°@s°sl= oa, '17 EPS dont sum due to roundlnv Next °9 Compare's Financial Stranglh
'I (1B¢; late Oct. pa midFe . on com.sq.InNMln'18:9.675%,lnTXln11: Stocks rice Slabillty

Prlce Growth Pers is tence
Earnings  Ptedlctabllily

To subscr ibe call 1800VALUELINE
9 2020 WM Llns, Inc. Al lights reserved Factual malarial Is obldnsd from spumes
THE PUBLISHER IS nor NESPONSIBLE FOR ANY Enrw ns
d l may be repmdlced, resold, stored or lrersnilted In any prilnd.electronic of other' bum

AnnITo ta II
H1 Prloe Galn Ream

h 6 0 +8D% 10%
L81 4 0 I(10141 Fi l l

Ins tl l u tlona l  Decis ions

41am 1aaon za1021
1ss 110 shares
115 144

HH 091 73262 79315 7as1a traded

2 0 0 4  2 0 0 5  2 0 0 8 2 0 0 7 2 0 0 8

26.54 810.19 a2.25 24.92 22.65 18.01 19.31 21.36 16.85 17.42 18.03 18.07 17.11 18.14 18.04 18.30 16.90 1 7 5 0  Re vn n u e a p e rsh 18.50

3.14 s. ss a .57 2.54 1.76 2.32 2.87 3.18 3.39 3.52 4.09 4.28 4 5 1 sa c 5.18 6.07 5.70 6 . 2 0  " Ca sh  F l o w" p e rsh I s a

1.45 1.5s 1.72 .78 .11 .58 8 7 1.08 1.31 1.41 1.45 1.48 1.46 1.92 1.88 2.28 2.20 2 . 3 0  E a m l n g sp o rsh  A 3.00

.83 .79 B 6 .91 .61 .50 .5 0 .5 0 .58 .68 .76 .82 .9 0 . ss 1.09 1.18 1.25 1.32 D I v ' d D e c 1 d p e rsh  8 1 1 1 .so

a.07 4. 5.94 .32 3.25 4.10 4, 7 5.78 . 7.53 6.28 6.29 7.7 9.60 11.60 CapISpendlngpetsh 8.00

18.70 22.09 22.08 1 w 18.90 17.80 19.62 20.87 22.39 20.78 21.04 2128 2120 21.08 28.80 24.75 B0okvalue pe1sh c 2a75

SMS 88.79 76.65 7881 88.53 86.87 88.67 79.66 79.55 79.65 79.65 79.65 79.66 79.85 7985 85.83 Common Shs Ouls1 D

15.0 i  .4 15.0 36.6 NM 18.1 14.0 1  . 15.0 16.1 18. 8.7 224 20.4 .4 Boldllq s fa  AvgAnnIPlERatlo 10

.79 .93 .84 109 NMF 1.21 .89 .91 .95 .go .98 .94 1.18 1.03 128 v Una RelalivePIE Rollo .90

2.9% 2.9% 3.2% PA% 4.9% 48% 4.1% 8.2% 8.0% 5.0% 2.8% 3.0% 2.8% 2.5% 2.8% as tl aus AvgAnnIDlvdYle1d 8.2%

CAPITALSTRUCTUREASOIS/30/20s mi 1673.5 1700.8 1342.4 1087.9 1405.9 1489.1 1363.0 1445.0 14000 1457.6 1450 1700

Total Dabl S8469.2miI.Due In 5Y1s 1730.8 ll 00.5 0 106.1 114.0 116.0 17.4 1 s4.4 100.4 1020 216 Net Profi t m m 290
LTDeb!$2487.2 mill. LTIn1erest$110.9mllI. 7 1 1 s
LT :2 .8

1 mleresteamed x0 7.1% 8.7% 1.3% 10.7% 17.0% 11.0% 14.5% 9.2% 10.0% 70%

Pension Assets12/10$ss0.a mill. 50.4% 61.5% 50.0% 50.0% 47.a% 54.1% 56.7% 58.1% 61.1% 59.8% 61.5% 5 2 .%

. .on11g$s71.am1l. 49.2% 48.1% 48.7% 49.7% 51.9% 45.5% 44.0% 43.6% 38.6% 39.9% 48.0% rzauo 476%

T$§8$8°1.§'l3.¥~'/"4.03'§.?2'41*?"".1... 0100.0 0277.0 0344.0 3407.1 asana 38088 0007.5 4070.0 4207.7 5750
. . 0 . ry
Slnkl f» be .rodemptlon. fig Jnd gan 211/84 4.2% 4.5% 5.1% 52% 5.1% 4.8% 4.7% 5.3% 4.3% 5.8% 6.0% 6.5% Ro\wn 0nTotalCapl

Common Stock 79,853,624shs. 5.2% 8.2% 6.5% 6.8% 6.5% 7.1% 7.0% 9.0% 7.8% 10.8% 8.5% 9.5% RetumonShr.Equlty

5 2 % 6.2% 8.8% 6 8 % 6.5% 7.1% 7.0% 9.1% 7.9% 10.9°/r 8.5% 9 . 5 %  R e t u m o n o o m E  u l E 10.0%

2.2% 3.3% 3.8% 8.8% 3.2% 8.3% 2.8% 4.5% 2.9% 5,4% 3.5% 4 .0 % Re 1 a l n e d  to co r\  Eq 4.5%

5 7 % 4 7 % 43% 4 5 % 51% 5 4 % 61% 5 1 % 6 4 % 51% 59% 57% AII DIV'd$ 10N&1Pl 0f 5 4 %

rsc nrnrsalrs KWH)
Aw.I Ls*.Ua\(1mlm
Amman Rwmaer [¢}

grggvgggg w 1843 1885 cludlng Albuquerque and Santa Fe. TexasNew Mexico Power a CEO: patdcla K. Collawn. Incorporated: New Mexico. Address:
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p m 24s 218 228 P N M Resources raised i ts 2020 earn- along with other ex eroses.
mgs guidance. The company's utihty W r a p

0Id1angelpash) 10Yrs. 5 Yrs, to 28'25 subsndianes benefited from 0 hotter-than-
Flevenues 2.0% 1.0% .5% normal summer. .
EM F 1833; 8333, men. boosted its targeted profit range transmission costs and once a year for re
Dividmgds 1d0% 6:5% (based on rather than GAAP eovery of distribution costs. This
Book Value 6.0% earnings) three increases, amounting to
can $2.23- 2.31. The company excludes unreal lion, in 2020.

ized gains or losses from its nuclear
decommissioning trust from its definition

a30.2 ae2.a 419.9 302.0 1445.0 of operating earnings, but we include
2019 949.7 aa0.2 409.0 344.1 1457.0 these because they are a part of PNM Re- of 2021. We estimate an increase of $0.07

099.0 35z6 425 333.8 1450 sources' ongoing results. This is why our
350 350 350 1500 )

the company's guidance. Still, this is well
ondar Nlar.z11 Jun.30 Se .so Dec.31 Year above our. previous estimate of $1.90 a

share mainly because the

201s .10 .40 1.09 0.10 1.60 tally .topped our ex ectatxon by .
addition, we boostedP our 2021 estimate by

0.19 .72 1.37 .ao 2.20 $0.05 a share, to $2.30. . ,
2021 .20 .50 2.a0 PNM will probably file a rate ease in

Full mid2021. This would result in a rate or
Dec.31 Year

22 0 .22 .88 . .2425 2425 2425 .97 with gas-fired capac13i and
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201s see? 2:4495 son earlier this .year. The r egulator y shape. Georgia Power's rates will be raised
2019 5098 4914 2I41g approved schedule is for Unit 3 and Unit 4 $181 million in the second phase of a
2020 5018 4520 seen 4042 20200 three- ear rate plan. Atlanta Gas Light
2021 5200 4800 5000 5200 21000 November of 2022, respectively. It now ap- and Vrginia Natural Gas have rate cases
Cal Fuli pears as if there is a realistic chance of pending, and expect to get orders at the

enzlar Mar.31 Jun.30 Sep.30 Dsc.31 Year Unit 3 being completed in the third quar- start of 2021 and in the second quarter
ter of 2021, with Unit 4 completed in June next year (retroactive to November 1st),

ca ital cost of respectively Atlanta Gas Light requested
Georgia Power's sllare of the $37.6 million and Virginia Natural Gas

3.25 previous quarter, with $1.6 billion remain- The dividend yield of Southern Com-
ing as of September 30th. The utility is in- pany stock is above average for a util-
curring an additional $3.0 billion of finane- ity. However, despite the improved pros-

pects for the nuclear construction project,
this is not without risk. Moreover, total re-
turn potential does not stand out for the

to 5yearleriod.
o v e m b e r  1 3 , 2 0 2 0

Companys Flnanclal Strength
Stocks rlceStablIlly
Prlce Growth Parsislenco
Earnings Predlctablllly

To subscribe call 1-800~VALUELINE
o.

pm stock $291 mill. pm nlv'd $15 ml.
Incl. 10 mll shs. 5.83% cum. pfd. ($25 slalod
value);476.116 shs. 4.2%5.44% cum. pid. (too
par),

MARKET CAP: ssz bIIIlo1\ (Large Cap)

revs. by state: GA, 56%, AL, 38%, ms, 6%. Generating sources:
electricity to 4.a milL customers In GA, AL, and MS. Abo has a gas, 47%; coal. 2096; nuclear. 15%; other, 9%; purchased, 9%.
competitive generation business. Acqd AGL Resources (renamed Fuel cuts: 34% of revs. 19 reported depr. rates (u1l.): 2.6%-3.7%.
southern Company Gas, 4.a mill. customers In GA, NJ, IL. VA, & Has 27,900 mm. Chalrman, Pres. and CEO: Thomas A. Fanning.
TN) 7116. Sold Gul Paler tits. Electric rev. b reakdown: reslderr lm; DE. Address: 80 Ivan Allen Jr. Blvd., N.W., Atlanta, GA 30308.

rial, 37%, commercial, 30%; Industrial, 19%, other, 14%. Retail Tel.: 4045060747. lntsmel:www.eoutherncompany.com,

WARTE rtLv REVEW ES (Mlll.)

to come on line in November of 2021 and

of 2022. T h e expec ted
46 .7%

3.l5 project, $8.5 billion, is unchanged from the filed for $49.6 million.

(A) Dlhted EPS. Exd. nor rec. gain (losses): and
'1a, tsatfy 14, 099; '15, l25¢l; us. d . herd 12.5%,; earned on avg

I ,($2.37); Fe, (78¢); 19, $t.80; 20, charges. h 19: $17.84/sh. (D&ln milt. (E) Rate Regulatory Cllmale: A, AL Above Average;
t7¢ .Next earnings report de late Feb. base: AL, ms, fair vacate, FL, A, org. crew At ms, FL Average. (F) Venter peak in 18.

9 2020 Value Line Ire. Al ii his reserved. Factual material Is obtained trorn sources beletfnd to he rdhble and is prevlded without warrantlos of an kid.
THE puwsrER IS Nor Resp8nsraLe FOR ANY pennons OR omlssrons Henan THs>tbli¢8tion is SW!! for suhscrbefs own. ncneomerdal, htamal up. lt, part
of  I may  be reproduces), resold, storm or lrarsnrltarl In my  printed, slectronle a other brow, or use f or generating or matkeing any  prhled or obctronio puticalton, sov lca or prod
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1.56

1.00
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M 0 2 8

3 4 3 sh a re s
t l sd e d

2 0 0 7 2 0 0 8

23.86 24.16 23.40 24.69 21 .08

3 2 8 8.61 3.45 a . s0 s.4 a

1 2 0 1.36 1.85 1.46 1.49

.85 .8 8 .91 .94 .97

. 4.00 4.89 4.68

12.99 14.28 14.70 15.85

428.78 453.79 457.5

a s 15.4 14.8 15. . 2.7

.72 .8 2 .80 .89 .8 2 .85

4.7% 4.6% 4.4% 4.0% 4.7% 5.1%

CA PITA L sTFvJc runE as  of  8/30/20

Total Debi $21974 mill. Due U15 Yrs $485 mll.
LT  Deb i  $19483 m l l . LT  m neteu $797 m m .

Incl . $77 mi l l . capl lal l zed leases.

(LT  i n te rest oam ad:2 .8x)

Leases, Uncap i ta l i zed Annual  renta l s $262 m i l l .

P e n sl o n  A a so l s1 2 1 1 9  $ 3 1 8 4  m l .

Ohl l g $3701 mi l l .

P fd  S to ck No n e

2 0 1 9
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20.00 22 .15  Revenues pe rsi s 24.75

5.47 8.56 7 0 0  " Ca sh  F l o w" p e rsh 8.50

2.75 2 9 0  E a rn l n g sp e rsh  A 3.50
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a r e 7 0 5 a p p e n  n a p p e r
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sa w A n n vg n PIE Ratio 1a.0

.84 Yalue Linn Relati ve PIE Ratlo 1.00

m ! ! Avg Ann l  Dl v'd  Yl sl d 3 .4%

11404 11200 12000  Revenues($m l l l ) 13500

1460 1570  Ne tPro f l 1  $m i l l 1805

ru n Ni l  Incom e T ax Rate N I !

10 .0%_ 9 . 0 % A RJDC%1 o Ne t P ro 1 l t 8 .0%

6 7 0 % 6Z0% Long~T err\  Deb t Ra t i o 5 1 0 %

43.0% 4 3 . 0 %  9 3 l l m o n E  u l Ra t i o 43.0%

34176 8 5 0 2 5  rn l a l ca p l t u l sm l l l l 41200

4 1 9 8 4 2 6 0 0  r t a vu n t  $ m n 1 4 s4 o o

5.5% 5 5 %  Re t u rn o n T o l a l Ca p l 5 5 %

B.9% 9.9% 1 0 2 % 9.9% 10.0% 10.0% 10.2% 10.2% 10.8% 10.4% 10.0% 10.0% ReturnonShn EWWV 10.5%

10.0% 1 0 .0 % Re tu rn o n Co m  E q u t t E 105%_

3.5% 4.0% Re ta l ned to  Com  Eq 4.0%

63% 6 3 % A l l  Dl vd s t o  n e tP ro l 6 2 %

BUSINESS: XCGI Energy Inc. Is the parent of Nat fem Slams 2.1 mill. gas. Elec. rev. breakdown: res'I. 81%. sm. oomm'l & incl,

Power, which supplies eledrlcity to Minnesota. Wlsoonsln, North 38%, lg. comml 81 lndl. 18%, other. 15%. Generating sources not

Dakota. South Dakota a Mlchlgan & gas to Minnesota, Wlsoonsln, avail. Fuel cos ts : 39% N revs . 19 reported depr. rate: 33%. Has

11,300 envls. Chalrmvn a CEO: Ben Fowke. President & COO:
city 8. gas lo Colorado; & Soutlmeelem Publlc Service, wN4:h sup Bob Frenzy. Inc.: MN. Address: 414 Nlcolet Mal. Minneapolls, MN

piles dectllclty to Texas a. New Mexico. Customers: 3.7 mil elec., 55401. Tel.: 6123305500. lnlemet: www.xcalensrgy.eom.

We expect a continuation of Xcel En- The company isn't as active as usual
orgy's steady earnings growth in 2020 i n t h e r e g u l a t o r y a r e n a . R S . o f

Colorado is seeking regulatory mechan-
isms to recover wildfire mitigation and
grid modification plans, and expects a de-

6.0% in the second quarter of 2021.
Northern States Power should soon ask

(p ro b a b ly i n the current quarter) on a the Minnesota commission to either raise
settlement that would see it book a gas rates or continue regulatory mechanisms
tariff hike of $76.9 million, based on a re- that provide some rate relief annually. We
turn on equity of 9.2% and a common- think the latter is the more likely outcome.
equity ratio of 55.6%, as of November of Finances are solid. Xcel consistently

earns a healthy ROE and has a good Iixed-
charge coverage, The company's Financial

has been able to offset weakness in Strength rating is A+.
Xcel Energy stock has been one of the
top performers in the electric utility
industry in 2020. The quotation has

hues and volume. Our 2020 earnings es- risen 16% in what has been a bad ear for
the com- most utility equities. Wall Street mies the

company's consistent; profit growth, and
estimate 6% growth, to $2.90 a share, in some investors find Xcel's position in re

t o  re p o r t  c a m newable energy appealing. However, the
alter our stock is now expensively priced. The divi-

dend yield is well below the industry
150 lease a new fiveyear capital spending and mean, and the recent price is above our

20232026 Target Price Range.
Paul E. Debbas, CFA October 23, 2 0 2 0

(D) In mill. (E) Rate base: Varlss. Rate lawed
9.8%; earned on avg.

A +

9 5

B 0

1 0 0

C o m 's Fi n a n ci a l  S t re n g th

S t o c rg n r l c e  S t a b l l l l y

P rl ce  G ro wt h  P e rsl sl a n ca

E a rn i n g s P re z i c ta b l l i l y

To subscr ibe call 1800VALUELINE
v m  Un e ,  I n c .

d a may be repmdrcei maid stored Of nansniMad in any purled,
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1.72 1.85 1.91 2.03 2.10 2 2 1 2.30 2.47 2.84

1.03 1.07 1.11 1.20 1.28 1.88 1.44 1.52 1.62

4.5 6.27 6.82 6.88 7.28 8.42 6.54 7.70 8.05

17.44 18.18 1 9 2 1 2 0 2 0 20.89 21.73 22.58 23.78 25.24

97.97 605.73 507.22 507.76 514.04
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53.1% 51.1% 53.3% 53.3% 53.0% 54.1% 56.3% 55.9% 5 6 A % 56.8%

46.3% 48.9% 48.7% 4 6 7 % 47.0% 45.9% 43.7% 44.1% 43.5% 4 3 2 %

17452 17331 19018 20477 21714 23092 26218 25975 28025 30848

" 7 7 2 3 " 23808 26122 28767 sl z o a $2842 34329 30944 39483

.7 5 % . .  A 6.0% 5.8% .7 5. .

Co m m o n S t o ¢ : k5 2 5 . 8 4 2 . 3 0 4 sh s. 5 • 6 1 % 0° 5  % B% 6 7 % 5.6%

I s o f 7 l 2 8 f 2 0 8.9% 9.9% 1 0 2 % 9.9% 10.0% 10.0% 10.2% 10.2% 10.8% 10.4%

l1AHKETCAP=S3SbIl l°N1Lara¢°°P1 a.6% 4.3% 4.7% 4 5 % 4.5% 4.a7. 4.0% 11.8% 4.3% 4.4%

5 9 % 56% 5 4 % 6 4 % 56% 5 7 % 61% 6 2 % 68% 58%
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Past s51a17-'19 d  2 0 2 1  T h H b f  f r01d1ange(persh) 10Yrs. 5 Yrs. w'2a'25 B D . e  c om pany.w 1 8118 it o m
Revenues .5% .5% 2.0% electric rate increases its Southwestern
E09 Few" g338 P u b l i c Servic e s ubs id ia r y rec eived i n
D'8e",g3s ° Texas and New Mexico. In addition, Public c is ion
Book Value 4.5% 5.5% Service of Colorado is awaiting a ruling
Cal QUARTERi.YREVENUES($m1II.) F 1

ender 1»\ar.31 Jun.30 Sep.30 Dec.31 y$'at

2017 2946 2645 3017 2796 11404
2018 2951 2658 3048 2880 11537
2019 3141 2577 3013 2798 11529 . . .
2020 2011 3003 2000 11200 2020. Although the company's utilities
2021 0100 2700 3150 3050 12000 have been affected by the recession, Xcel

Cal . ,

45 97 42 2 a0 §§Z83t""'§L'd regulatory
certain jurisdictions that decouple FBVO

.61 .46 1.01 2.84 . . . .
.54 1.10 .55 2.5 timate of $2.76 a share is wlthm

2021 .65 .55 1.15 2.0 panys targeted range of $2.78-$2.83. We

?O21. ixc9ll 38383443201
2018 .a2 .a4 .34 .a4 1.34 gs ' Y .
2017 1.42 report came out, and was expected to 1 e-

23. .35 45 43 1.e0 Hgggl¥i gz8zlin and provide earnings guid-

A) Di h l ted  EPS. Excl .  nonwcuM ng ga i n sum due to roundln . Next earnings report due

es :  '10 ,  see  '15 ,  (16¢);  1705¢),  ga i ns l ate Oct. (B) Dl vds mtstori ca l l y pai d m i d~Ian., on com . eq. (branded):
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,0S,1¢, '09,(1¢);10,1¢. '17 EPS ont avadable.(C)lnc!.lnlanglbles .ln19:$5. 0/sh. Average .

O 2020 Al l  1818 resmvod. Facial malef lnl Is d>l8lr)od Han sources believed 10 be reiahla and is, praw ded w ithout w arranllaa of  ml, kind.
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ALLETE, Inc. (ALE)
Ana to watchllst 8% Vlsltors trend 2W 1 10W t 9M t Quote LookupNYSE Nasdaq Real Time Price. Currency in use O

58.20 -0.57 (-0.97%)
As of 11:31AM EST. Marker open.

Chart Conversations Statistics Historical Data ProfileSummary Company Outlook 8 HoldersFinancials Anamls Options Sustalnabillty

Current Qtr. (Dec 2020) Next Qtr. (Mar 2021)Eamfngs Esdmata Current year (2020)

Currency In USD

nm year (2021)

5 3 4No. of Analysts 6

0.83 1.11 3.35Avg. Estimate 3.6

Low Estimate 0.72 0.99 3.32 3.42

0.86 1.32High Estimate 3.4 3.81

0.96 1.28 3.353.59Year Ago EPS

Revenue Estimate Curwnl Qtr. (Dec 2020) Next QU. (Mar 2021) Current Year (202 D) Next Year (2021)
r>x

2 1 4No. of Analysts 4

300.65M 321.9M 1.178Avg.Estimate l.24B

Low Estlmate 296.3M

Save 12.4%*
more with our
new, lower rates321.9M 1.158 1.2B

Get A Quote305M 321.9M 1.22BIligh Estimate 1.278

304.6M 311.6M 1.248Year Ago Sales 1.17B

1.30% 3.30% 5.60%Sales Growth (yea r/est) 6.00%
Aunnalawd Mani! aa .vvsmgo by
s lav  v4 =lnvbrnMiaJ

;12/30/2019 3/30/2020Earnings Hlsto my 5/29/2020 9/29/2020 n . " `yohoofihtanzv (.)
*

EP5 Est. 0.92 1.14 0.67 0.64
Trade like It's not
your first rodeo

lr ' .
UpEPS Actual 1.280.96 0.39 0.78

.

- . ~
,D

\ so
s

\ 4"~.. ` ` .
. - .4 . . "

. \ ;u \ "
so . 4 ~..  " ` ,. \ `
S~ `»$, . .

Difference 0.04 0.14 0.28 0.14

People Also Watch4.30% 12.30% 41.B0%Surprise % 21.90%

rnbd Last price Change

0.10

%Glance

0.15%
EpslTel1d Current Qu: (Dec 2020) Next Qtr. (Mar 2021) Cunen! Year (2020) Next Year (2021)

BKH 64.98
Black Hills Corporation

0.67 -1.71%Current Estimate 0.83 1.11 3.35 3.6
AVA 38.47
Avisla Corporatlun

0.84 1.08 3.337 Days Ago 93.793.59 0.51 0.55%FDA

IDACORP, \la..

0.84 1.08 3.3330 Days Ago 3.59 LNT 0.97 1.72%55.47
Alliant Energy Corporation

0.84 1.09 3.3360 Days Ago 3.59
0.27 0.44%NWE 60.62

Not thWestem CorpofaUon0.84 1.09 3.3890 Days Ago 3.68

Recommendation Trends >

EPS Revisions Currant QU. (Dec 2020) Next Qtr. (Mar 2021) Current Year (2020) Next Year (2021)
s e 6

6
2 1 1N/AUp Last 7 Days

5 I U 2
, .. ...._ .z...
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22 1 2Up last 30 Days N/A

premium Tl y it free

" 1 **w ¢ vn w ~ rlu lu

, . Uncterperform

sell

Down Last 7 Days N/AN/A N/A N/A
we .3,

.$4?Es;
Edi a LEET E1
Nov Oct Sep

4
Aug1Down Lat 30 Days N/AN/A N/A

Recommendation Ratlng >

ALEGrowth Estimates S&P 500Industry Sector(s) 2.8
v

13.50%Current Qtr. N/A N/A N/A 3
Hold

S

Sell

2

Buy

13.30%

1

Strong

BuyNext Qtr.

4
Under
performN/A N/A N/A

Analyst Prlce Ta rgets (6) >
Current Yea r 6.70% N/A N/AN/A

Next Year 7.50% N/A N/A N/A

High 88.00

Average 64,67

o
Law 5s.o0

Current 58.237.00% N/A N/A N/A
Next 5 Years (per

annum)

Upgrades & Downgrades >
1.25% N/A N/A N/A

Past 5 Years (per

annum)

Maintains Mizuho zo Neutral 8/26/2020

Maintains 5/1/2020
JP Morgan: to
Underweight

Malntalns 5/7/2020
Wells Fargo: co Equal

Weight

Upgrade
Mizuho: Underperform to
Neutral 3/3/2020

1/8/2020Upgrade
Guggenheim: Neutral to

Boy

2/11/2019Downgrade
Mizuhoz Neutral to

Underperform

More Upgrades & Downgrades

2
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Ameren Corporation (AEE)
88 Visitors trend 2WT 10W'I SM t Quote Lookup194' Adu to watchlist

NYSE Nasdaq Real Time Price. Currency in USD

82.81 -1.52 (-1.80%)
As of 11:31AM ESI. Market open.

Chart Conversations Statistics Hisxoricat Data Proflle Flnanclals HoldersSummary Company Outlook H Analysis Options Sustainability

Currency In USD
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Revenue Estimate Cur un! Qtr. (Dec 2020) Next Qtr. (Mar 2021) Current Vear (2020) Next Year (2021)

nun.yahoalflnancc `4 2 9 9Na of Analysts
\ *
. 51Trade like it's not

your first rodeo
1.48 1.538 6.02B 6.34BAvg. Estimate ~"
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Q\ "s 'a ..
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3 *" : 1 . . F e  :

Low Estimate 1.32B 1.51B 5.8B 6.06B

1.54B 1.S6B 6.7lB6.258Hlgh Estimate
people Also Watch

L32B 1.44B 6.028 Last PrueYear Ago sales S.91B Change

1.09

% Change

0.81%
6.60% 6.50% 1.90% 5.30%Sale Growth (year/est)

Symbol

DTE 134.11
DTE Energy Company

0.88 0.75%AJG 116.55
Arthur 1. Gallagher a Co.

12/an/201 g a/30/2020 5/29/2020 9/29/2020Earnings Hlstory

1.08 1.63%

EPS Est.

CMS 64.98
cMs Energy Corpoiatbn0.31 0.7 0.87 1.41

3.77 -3.46%
EPS Actual 0.3B 0.59 0.98 1.47

ABC 105.24
Amerisourceliergen Corpmitlm

0.05 0.04%Difference 0.07 0.11 0.11 0 ETR 112.12
Energy Corpolaxlo n

22.60% 15.70% 12.60% 0.00%Surprise %

Recommendation Trends >

so 13EPS Trend Current Qtr. (Dec 2020) Next Qtr. (Mar 2021) Current Year (2020) nm Year (2021)

33
Current Estimate 0.42 0.76 3.47 3.77 1D

9

20.42 0.75 3.47 3.777 Days A80

w

6 6

5o.a8 0.75 3.48 3.7630 Days Ago

Strong Buy

Buy

Hold

Underperform

Sell
0.38 0.76 3.47 3.7660 Days Ago

0.39 0.76 3.48 3.7790 Days Ago Ava
8 8  s o
Nm Oct Sep

Recommendation Ratlng >
EPS Revtslons Cufrenl Qtr. (Dec 2020) Next Qtr. (Mar 2021) Curran: Year (2020) Next Year (2021)
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1 1Up Last 7 Days N/A N/A
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3 1 2Up Last 30 Days N/A
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Analyst rrrce iargems \.11,) ) .

Average 88.36

oN/A N/ADown Last 7 Days N/A N/A
High 93.D0low 79.00

Current 82.81
2 1Down last 30 Days N/A N/A

Upgrades & Downgrades >

AEEGrowth Estimates S&P 500Sector(s)Industry
Malntalns 11/17/2020

Morgan Stanley to
EqualWeight

10.50%Current Qtt N/A N/A N/A

Maintains 10/20/2020
28.80%

Morgan Stanley to
EqualweightNext Qtr. N/A N/A N/A

Current Year 3.60% MaintainsN/A N/A N/A 10/5/2020
Morgan Stanley: to
EqualWeight

Next Year 8.60% N/A N/A N/A
9/21/2020

Barclays: FqualWeight
Downgrade to Underweight

3.50% N/A N/A N/A
Next s Years (per
annum)

Malntalns 9/18/2020
Morgan Stanley: to
EqualWeight

8.24% N/A N/A N/A
Past 5 Years (per
annum)

8/13/2020Downgrade B of A Securities: Buy to
Neutral

More Upgrades & DowngradesV

JNBSX
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American Electric Power Company, Inc. (AEP) 'QI Add to watchlist 8% Visitors vena 2W t 10W *r 9M t
NasdaqGS NasdaqG5 Real Time Pace. Currency in USD

Quote Lookup O88.42 -0.79 (-0.89%)
As of 11:32AM EST. Market open.

Chart Conversations statistics ProfileHistorical DataSummary FinancialsCompany Outlook ii HoldersOptionsAnalysis Sustainability

Currency In USD

Cunaat Qtr. (Dec 2020) Next 0th (Mar 2021)Earnings Estimate :amass
czmzfCurrent year (2020) Next year (2021)

10 7 12No.ofAnalysts 15

®0.75 1.17 4.32Avg. Estlmate 4.65

Earn so,obo paints .
THE AMERICAN .

EXPRESS GOLD CARD .

Tara wasUnaLow Estimate 0.59 1.01 4.27 4.57

. ,  . , ,w/y
7 .F0.82 4.371.34 4.77Hlgh Estimate A ERICAN Exnngss
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Revenue Estknate Current Qtr. (Dec 2020) Next Qtr. (Mar 2021) Current Year (2020) Next Year (2021) .9

2 1 5No. of Analysts 5

yalwolflnanec -~~~

Trade like it's not
your fi rst rodeo

3.96B 4.18B 15.54BAvg. Estimate 16.418

(

. . .

~.
X1
/ .

SQ, .. \ 4
S °. \ .w." .

L
~. 5>\
E - -

' Q : ~ , . ` \ -° \ "  \
Low Estimate 3.88 4.18B 14.86B 15.86B

People Also Watch4.12B 4,188 16.35High Estimate 17.02B

Last PriceSerbo!
3.65B 3.75 B 15.6BYear Ago Sales 15.54B

Change

0.84

%Change

-1.31%so 63.28
Southern Company (The)

8.60% 11.60% 0.30%Sales Growth (year/est) 5.60%

0.22%0.19

12/30/2019 3/30/2020 ED6/29/2020Earnings History 9/29/2020 0.60 0.73%

D 85.88
Dominion Energy. Inc.

81.35
Consnlldated Edison. Inc.

EPS Est. 0.58 1.09 1.06 1.48
0.17 0.17%DUK 94.85

Duke Energy Corporation (Holden
0.6EPS Actual 1.02 1.08 1.47

FE 28.98 +0.4B +1,68%
HrstEnergy Corp.Difference 0.02 0.07 0.02 0.01

3.40% 6.40%Surprise % 0.70%1.90% Recommendation Trends >

OB IB
17 17

7 2EPS11end Current Qtr. (Dec 2020) Next Qtr: (Mar 2021) Current year (2020) Next Year (2021)
3415

Current Estimate 1.170.75 4.32 4.65

11 1110 90.75 1.17 4.32 4.667 Days Ago

0.77 1.19 4.32 530 Days Ago 4.65

Strong Buy

Buy

Hold

Underperform

Sell

1.180.78 4.3260 Days Ago 4.65 _ n i n
Nov Of! Sep Aug

0.78 1.18 4.32 4.6490 Days Ago

Recommendation Rating >

2,4
v

EPS Revisions Curfew Qtr. (0ec 2020) Next Qtr. (Mar 2021) Current year (2020) Next Year (2021)
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EP5 Revisions Current Quo (Dec 2020) Next Qu. (Mar 2021) Current Year (2020) Next year (2021)
Analyst Price Targets (17) >

Average 96.06
1 5 4 1Up Last 30 Days

O
High 108.00N/ADown Last 7 Days N/A N/AN/A

laW 78.00
Current 88.42

1 1N/AN/ADown Last 30 Days
Upgrades a Downgrades >

Malntalns 11/17/2020AEPGrowth Estimates 5&P 5005ector(s)In(1u5!ry
Morgan Stanley: to
Overweight

25.00%Current Qtr. N/A N/A N/A 11/16/2020
Wolfe Research:

Downgrade Outperform to Peer
Perform

14.70%Next Qtr. N/A N/A N/A
Maintains 10/20/2020

Morgan Stanleyzto
OverweightCurrent Year 1.90% N/A N/A N/A

Malntalns7.60%Next Year KeyBanc: no Overweight 10/19/2020N/A N/A N/A

5.50% MalntalnsN/A N/A N/A 9/18/2020
Next 5 Years (per
annum)

Morgan Stanieyz to
Overweight

Maintains6.58% N/A KeyBanc to Overweight 7/21/2020N/A N/A
Past 5 Years (per
annum)

More Upgrades & Downgrades
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DTE Energy Company (DTE) 8% Visitors trend 2W L 10W t 9M tW Add to watchlist Quote Lookup
NYSE Nasdaq Real Time Price. Currency in USD O
134.11 -1.09 (-0.81%)
As of 11:33AM EST. Market open.

a Chart srarlsticsConversations Hlglgfkal Data HoldeisProflle FinanclalsSummary Company Outlook Analysls Options Sustainability

~ n>

Current Qtr (Dec 2020) Next Qtr. (Mar 2021) Current Year (2020)

Currency In USD

Nax! Year (2021)Eamlngs :sumac

14 g 18 19No. of Analysts

1.31 7.012.02 7.12Avg. Estimate

Low Estimate 1.19 1.44 6.81 6.41

1.61 2.3 7.26 7.28High Estimate

1.35 1.66 6.3 7.01Year Ago EPS

Revenue Estimate Next Qin (Mar 2021) Current Year (2020)Current Qtr. (Dec 2020) Next Year (2021) yuhooillnance vh!lv~
w.

$9

6 114 1 1No. of Analysts
Trade Ilks las not
your first rodeo

~ . ,
` >~ s

.  * u

Sn

3.15B 12.63B3.28B 13.018Avg. Estlmate
~~\
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., Q
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& * 1 \ : ~

11.44B3.0182.98BLow Estimate 11.62B

People Also Watch
3.64B 3.258 15.46815.128High Estimate

Last PriceSymbol
3.0283.15B 12.67B 12.63BYear Ago Sales

Change

1.11

% Change

1.68%CMS 64.95
CMS Energy Corporation

4.30%4.10% 3,00%00.30%Sales Growth (year/est)

0.11 0.15%ETR 112.60
Entegy Corporation

3/30/202012/30/2019 1.726/29/2020 9/29/2020 2.05%Earnings Hlstory AEE 82.61
Ameren Corporation

1.741.3EPS ESL 1.28 2.07
0.97 1.07%PNW B9.47

Pin fade Wes! Capital Corporas
EpSActual 1.661.35 1.53 2.61

+0.77%+0.50EIX 65.67
Edison InternationalDifference 0.080.05 0.25 0.54

3.80% 19.50%4.60% 26.10%Surprise % Recommendation Trends >

20 19 19

E PS Trend Current Qtr. (Dec 2020) Next Qtr. (Mar 2021) Current Year (2020) Next Year (2031)
33

1515
1.31 2.02 7.01 7.12Current Estimate 2

7011
5101.31 2.02 7 7.127 Days Ago 2

1.6 2.03 6.67 7.1130 Days Ago

Strong Buy

Buy

Had

Underperform

Sell5

1.63 2.03 7.116.6760 Days Ago
we:
Nov Oct Sap Aug

2.071.67 7.126.6790 Days Ago

Recommendat ion  Rat ing  >

2
v

EPS Revlslons Next Qtr, (Mar 2021)Curst Qtr. (Dec 2020) Next Year (2021)Current year (2020)

Flnalce Home Watchllsts Soeeners2020 File<tlon NewsMarketsPremium aMy portfolio
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Analyst price Targets (17) >EPS Revisions Current Qu. (Ont 2020) Next Qtr. (Mar 2021) Current Year (2020) Next year (2021)

1 3 18 10Up Last 30 Days

High 155.00
N/ADown Last 7 Days N/A N/A N/A

Average 137.82

o
low 121.00

Current  134.11

1 N/ADown Last 30 Days N/AN/A
Upgrades 81 Downgrades >

Maintains 10/28/2020DTEGrowth Estimates S&P 500Industry Sector(s)

Wells Fargo; to

Overweight

-3.00%Current Qtr. N/A N/A N/A
Maintains Credit 5uisse: to Neutral 10/28/2020

21.70%Next Qtr. N/AN/A N/A

Maintains 10/28/2020
Morgan Stanley: to

EqualWeight
Current Year 11.30% N/AN/A N/A

10/28/20201.60%Next Year N/A N/A N/A

BMO Capltal

Downgrade Outperform to Market

Perform

6.03% MaintainsN/AN/A N/A 1a/20/2020
Next 5 Years (per

annum)
Morgan Stanley to

Equal-weight

Malntalns7.07% 10/5/2020N/AN/A N/A
Past 5 Years (per

annum)

Morgan Stanley: to

EqualWeight

More Upgrades 8t Downgrades
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Duke Energy Corporation (DUK)
88 Visitors trend 2W 1 10Wt 9M t15? Add to watchlist Quote LookupNYSE NaWaq Real Time Price. Currency in USD O

94.13 -0.28 (-0.29%)
As of 11:34AM EST. Market open.

a Chart Conversations Statistics Historical Data FinancialsProflle HoldersSummary Company Outlook Analysis Options Sustalnablllty

Currency In us D lbxHUO§Bl w w *
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7 4 11 10Na of Analysts . .Trade like It's not
your first rodeo

6.42B 6.278 25.15B 26.36BAvg. Estimate /
~."
.i
/

. 4
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Q
4285*

" ::\

5.13BLOW Estlmate 5.998 24.29B 25.15B

People Also Watch
6.75B7.988 26.45B 28.24BHigh Esclmate

last pikeSymbol

5.95B6.18 25.08BYear Ago Sales 25.15B
Change

0.92

%Change

1.43%SO 63.20
Southern Company (The)

5.20% 5.30% 4.80%0.30%Sales Growth (yea r/est)

D 0.21 ~0.24%85.86
Damlnlon Energy, Inc.

12/30/2019 3/30/2020 5/29/2020Earnings History 9/29/2020 1.13%1 .0 1AEP 88.20
American Elezlrlc Power Company

EPS Est. 1.190.87 1.03 1.79
0.81%0.67ED 81.28

Consolidated Edison, Inc.
EPS Actual 0.91 1.14 1.08 1.87

0.00%0.00EXC 43.34
Echelon CorporationDifference 0.04 0.05 0.05 0.08

4.60% 4.20% 4.90% 4.50%Surprise % Recommwdation Trends >

18 18 18
17

2EPS Trend Current 0tr. (Dec 2020) Next Qtr. (mar 2021) Current year (2020) Next Year (2021)
15

4
1.05 1.21Current Estimate 5.1 5.2 as10
1.05 1.21 5.25.17 Days Ago

1.05 1.2 5.08 5.2130 Days Ago 5

Strong Buy

Buy

Hold

Underperform

Sell

41.231.04 5.08 5.2260 Days Ago as
OctNoy

was
AugS o

1.04 1.23 5.09 5.2290 Days Ago

Recommendation Ratlng >

2.5
vEPS Revisions Current QQr. (Dec 2020) New Qu. (Mar 2021) Current Year (2020) Next Year (2021)

1 3Up last 7 Days N/A N/A 3
Hold

5

Sell

4
Under

2

Buy
- . . . . . .

1
strong

A
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5 25Up Last 30 Days N/A

High 112.00Down Last 7 Days N/A N/A N/A N/A

Average 97.00

o
LOW 85.00

Current 94.73

1 2 1Down Last 30 Days N/A
Upgrades & Downgrades >

Maintains 11/17/2020DUKGrowth Estimates S&P 500Sector(s)Industry
Morgan Stanley to
Equalweight

15.40%Current Qtr. N/AN/A N/A
Malntalns CredltSulsse:to Neutral 11/9/2020

6.10%Next Q01 N/A N/AN/A

Maintains 10/20/2020Morgan Stanley: to
EqualWeightCulT€lit Year 0.80% N/A N/A N/A

N€XI year 10/15/20202.00% DowngradeN/A N/A N/A
Credit Suisse
Outperform to Neutral

2.32% MalntalnsN/A N/AN/A 10/5/2020
Next 5 years (per
annum)

Morgan Stanley to
EqualWeight

0.38% 10/1/2020N/A N/AN/A
past 5 years (per
annum)

ScotiaBank: Sector
Downgrade Outperform to Sector

Perform

More Upgrades 81 Downgrades[ 3
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Exelon Corporation (EXC)
8% visitors trend 2WJ 10Wt 9M Tii' Ada m watchlist

nasdaqGS NasdaqGS RealTlme Price. Currency In use

Quote Lookup ET43.36 +0.02 (+0.05%)
As of 11:36AM EST. Market open.

Charta StatlstlcsConversations ProfileHistotlcal Data FinanclalsCompany OutlookSummary HoldersAnalysis Options Sustalnabllily

4.Currency in USD /£2...
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Current Qtr. (Dec 2020) Next Qtr. (Mar 2021)Earnings Estimate curred Year (2020) Next Year (2021)

WW
9 7 13 13No, of Analysts
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3Low Estimate 0.64 0.78 3.1 2.85
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Revenue Estimate current Qtr. (Dec 2020) Next Qtr. (Mar 2021) Next Year (2021)Current Year (2020)

4 3 7 7No. of Analysts
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Trade like It's  not
your f irs t rodeo

7.9B 8.698 31.49B 30.93BAvg. Estimate
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LOW Estlmate 6.288 6.73B 25.56B 25.B6B

people Also watch10.15B 10.55B 35.07BHlgh Estimate 35.04B

LBS( Price
8.34B 8.75B 34.44BYear Ago Sales 31.49B

28.96

Change

+0.46

% Change

+1.61%

Symbol

FE

Firs!Energy Corp.
5.30% 0.70% .8.60% -1.80%Sales Growth (year/est)

0.12%0.13ETR 112.64
Energy Corporation

12/30/2019 3/30/2020 6/29/2020Earnings History 9/29/2020 1.19 1.34%AEP 88.01
American Electric Power Company

EPS Est. 0.73 0.430.85 0.87
0.93 1.45%SO 63.19

Southern Company (The)
EPS Actual 0.83 0.87 0.55 1.04

D 0.23 0.27%85.84
Dominion Energy. Inc.Difference 0.1 0.02 0.12 0.17

13.70% 27.90%2.40% 19.50%Surprise %
Recommendation Trends >

EPS Trald 20Current Qtr. (Dec 2020) Next Qtr. (Mar 2021) 1919Current Year (2020) Next Year (2021)

J 3
Current Estimate 0.880.67 3.12 2.98 15

0.880.67 3.12 2.987 Days Ago
14: 12 12

0.71 0.85 2.96 2.9530 Days Ago

Strong Buy

Buy

Hold

Underperform

Sell5

21

17 I

0.71 2.960.84 2.9460 Days Ago
ms;
NW Oct

9
SW Aw

0.71 2.970.8590 Days Ago 2.93

Recommendation Rating >

2.3
v

EPS Revlslons reno Qu. (Mar 2021)Current Qlr. (Dec 2020) Next Year (2021)Cnnenz Year (2020)

N/AUp Last 7 Days N/A N/A N/A 3
Hold

4

Under
s

Sell

2

Buy
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2 3 13 5Up Last 30 Days

Premlum Try it free

Average 48.06

o
High 57.o0

N/ADown Last 7 Days N/AN/A N/A
Low 37.00

Current 43.36

Down Last 30 Days N/AN/A N/A N/A Upgrades & Downgrades >

Malntairs 11/17/2020EXCGrowth Estlmates S&P 500Industry 5ector(s)
Morgan Stanley: to
Overweight

19.30%Cu rrent Qtr. N/A N/AN/A
Malntalns 11/2/2020

Credit Suisse: to

Outperform

1.10%Next Qtr. N/A N/A N/A

Malntalns 10/20/2020
Morgan Stanley: to
OverweightCurrent Year 3.10% N/A N/A N/A

MalntalnsNext Year 10/5/20204.50% N/A N/A N/A
Morgan Stanley: to
Overweight

2.40% N/A MaintainsN/A N/A 8/24/2020
Next 5 Years (per

annum)
Wells Fargo to
Overweight

Maintains5.11% 8/11/2020N/AN/A N/A
Past 5 Years (per
annum)

Morgan Stanley: to

overweight

More Upgrades & Downgrades
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Evergy, Inc. (EVRG)
88 Vis ltorstrend swf 10w 1r 9M 1'QI Add to watchlist Quote LookupNYSE NaWaq Real Time Price, Currency In use O

57.03 -0.60 (-1.04%)
As of 11:35AM EST. Market open.

Chart Conversations Statistks Iibtorlcal DataSummary Profile FlnancialsCompany Outlook ii HoldersAnalysls Options Sustainability

B>

Next Qtr (Mar 2021)Current Qtr. (Dec 2020]Earnings Estimate Current Year (2020)

Currency in USO

Next Year (2021)

5 3 8 8No. of Analysts

0.29 0.43Avg. Estimate 3.03 3.23

Low Estimate 0.18 0.41 3 3.17

0.43 0.47 3.263.1High Estimate

0.32 0.41 2.89Year Ago EPS 3.03

Revenue Estimate Current Qty (Dec 2020) N91 Qtr. (Mar 2021) Current Year (1020) Next Year (zo:1) (Q
m»»yahaalllnonse

4..., ,._s .

2 2 5 5No. of Analysts .
Trade like in's not
your  f i r s t  rodeo
. k w n .

1.198 l.11B 5.02B 5.088Ave. Estlmate . . *  .I

. \w.
" . .

. .
*r . . ;

R  ` \
*<-'R "

5 l : l ~ . § \ s
%\ .  ' . ~ . . *=  . .

Low Estimate 1.11B1.118 4.938 5.028

People AlsoWatch1.27B 1.12B 5.11B 5.21BHugh Estimate

Symbol Las\ pike
1.12B1.13B 5.15BYear Ago Sales 5.028

Change

0.97

$6 Change

-1,03%ES 93.46
Eversource Energy (0/B/A)

5.20% 0.40% 2.40%Sales Growth (year/est) 1.10%

+0.53%60.24 +0.32C B R E

CBRE Group Inc

12/30/2019 3/20/2020 6/29/2020Earnings History 9/29/2020 3.21 1.52%WLTW 207.40
wulis Towers Watson Public Um

EPS Est. 0.31 0.42 0.68 1.57
1.84%-1.04LNT ss.40

Alliant Energy Corporation
EPS Actual 0.32 0.41 0.68 1.73

+0.08%+0.06LW 74.29
Lamb Weston Holdings, Inc.Difference 0.01 0.01 0 0.16

2.40%3.20% 10.20%0.00%Surprise% Recommendat ion T rends >

7 1

EPS Trend Current Qtr. (Dec 2020) Next QIr. (Mar 2021) Current Yea: (2020) Next Year (2021)
e 22

Current Estimate 0.29 0.43 3.03 3.23
1

4 7
0.34 0.43 3 3.247 Days Ago

0.31 0.43 23.01 3.2430 Days Ago

Strong Buy

Buy

Hold

Underperforrn

Sell

0.31 0.4360 Days Ago 3.01 3.24 o

Nav o n

o

sep Aug
0.440.3 3.02 3.2490 Days Ago

Recommendat ion  Rat ing  >

2.1
v

EPS Revisions Current QU: (Dec 2020) Next Qin (Mar 2021) Curre nr Year (2020) Next Year (2021)

1 3Up Last 7 Days N/A N/A 4

Under

3

Hold
5

Sell

2
Buy

1

Strong
- . . : . . .

»



Finance Home Watchllsts2020 Elation NewsMarketspremium iiMy Portfolio Screeners

1 3Up Last 30 Days N/A N/A

Premium . Try it flee

Average 61.00

o
High 63.00

N/ADown Last 7 Days N/A N/A
Low 58.00

Current 57.03

3 1Down Last 30 Days N/A

N/A

N/A
Upgrades & Downgrades >

10/15/2020UpgradeEVRGGrowth Estimates S&P 500Sectorfs)Industry
Wolfs Fargo: Equal
Weight to Overweight

9.40%Current Qtr: N/A N/A N/A
Maintains 10/15/2020

Wells Fargo: to

Overweight

4.90%Next Qtr. N/A N/A

Malntalns 8/6/2020
Wells Fargo: to Equal
WeightCurrent Year 4.80% N/A N/A

N/A

N/A

Next Year 8/3/20206.60% DowngradeN/A N/A N/A

Wolfe Research;
Outperform to Peer
Perform

5.90% N/A N/A Maintains UBS:to NeutralN/A 6/5/2020
Next s Years (per

annum)

0.13% 6/4/2020N/A UpgradeN/A N/A
past 5 Years (per
annum)

Evercore IS Group In

Line to Outperform

More Upgrades & Downgrades
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OGE Energy Corp. (OGE) as Visitors trend 2w 4 1ow 1 9M ¢ Quote Lookupxi? Add to watchlist
NYSE Nasdaq Real Time Price. currelcy In USD 123

34.58 -0.12 (-0.35%)
As of 11:36AM EST. Market opal.

a Chart Conversations Historical DataStatistics Proflle FinancialsSummary HoldersCompany Outlook Analysis Options Sustainability
- -u -ns

xZOZOEDLTEV

Current Qtr. (Dev: 2020) Next Qlr. (Mar 2021)Earnings Estlmate Current Vear (2020)

Currency in USD

Next Year (2021) THE ALL~ELECTMC VEHICLE

FROM CHEVROLET.
6 3 9 1 1no. of Analysts

0.29 0.21 2.1 2.21Avg. Estimate

Low Estimate 0.19 0.17 2.02 2.14

. ..»u-,¢: - .
`

,  , . ,& l

9  4 . ~ ¢ 3 5

m

0,41 0.24 2.14High Estimate 2.26

"L

88

,.(;»» , / . , . . *

. /" . ./J/. ,5 . ..
r * . ,,,..--9
W

0.18 2.160.23 2.1Year Ago EPS
cum/nnu?r

Revenue Estimate Current Qtr. (Dec 2020) Next 0tr. (Mar 2021) Current Year (2020) Next year (2021) 4.9 ` »
wyahoofflnunce n.."» s

2 2 7 7No. of Analysts
Trade Ike It's not
your first rodeo

521.02M 438.97M 2.28B 2.35BAvg. Estimate

. . .

*- \ .
. .

/ ;

> s .sq. .. . \."'
- . \ ' ¥\. .

Q: ..2:`\8\e `-..

. " \ 5 '>

S
"Q. Q

g o;:,

Low Estlmare 467.76M 424.93M 2.21B2.14B

people Also Watch574.28M 4S3.01M 2.51B 2.61BHigh Estimate

Last PrlceSymbol
472.5M 420.4M 2.28B2.23Byear Ago Sales

Change

1.09

96 Change

1.94%LNT 55.35
Gallant Energy Corporation

10.30% 4.40% 2.20% 3.10%Sales Growth (year/est)

1.15 1.27%PNW 89.29
pinnacle West Capital Corporatl

12/30/2019 3/30/2020 6/29/2020Earnings History 9/29/2020 0.03 0.07%PNM 48.97
PNM Resources. Inc. (Hading Co

EPS Est. 0.20.28 0.49 1.09
IDA 0.4093.90 0.42%
IDACORR inc.

EPS Actual 0.18 0.23 0.51 2.03
BKH 0.19 0.29%64.89
Black Hits CorporationDitierence 0.1 0.020.03 0.94

3S.70% 4.10%15.09%Surprise % 86.20% Recommendation Trends >

10 10 10
10

EPS Trend Current mr. (Dec 2010) Next Qlr. (Mar 2021) Cufrenc year (2020) Next Year (2021) 22

s
Current Estimate 0.29 0.21 2.1 2.21

3
s 4

7

0.29 0.21 2.1 2.217 Days Ago

4

0.24 0.21 2.12 2.2130 Days Ago

Strong Buy

Buy

Hold

Underperform

Sell
2

0.210.23 2.13G0 Days Ago 2.21

Aus:

88
Nov Det Sep

0.23 0.21 2.13 2.290 Days Ago

Recommendation Rating >

2.3
v

EPS Revlslons Current Qtr. (Dec 2020) Next Qu: (Mar 202l) Current Year (2020) Next Year(2021)
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EPS Revisions Current Qu. (Dec 2020) Next Qrr. (Mar 2021) Current Year (2020) Next Year (zo21)
Analyst Pr ice Targets (9) >

Average  35 .56

4 1 2Up Last 30 Days N/A
O

Hlgh 39.00Down Last 7 Days N/AN /AN / A N /A
IAJW 33.00

Curren t 34 .58

1N / ADown Last 30 Days N /A N / A
upgrades & Downgrades >

Downgrade Mlzuho: Buy to Neutral 11/16/2020OGEGrowth  Es tim a tes S&P 5D0Secto r(s)Industry

6 1 .1 0 %Current Qtr. N /A N / A N / A 10/20/2020Upgrade
Goldman Sachs: Sell to
Neutral

8 .7 0 %Next Qtr. N /A N / A N / A

10/15/2020Upgrade Walls  Fargo: Equal

Weight to  OverweightCurrent Year 2 .8 0 % N / A N /A N /A

Maintains 10/15/1020Next Year 5 .20% N / A N /A N / A
Wells Fargo to
Overweight

2.40% N / A MaintainsN / A N / A 10/6/2020UBS: to Buy
Next 5 years (per
annum)

Maintains9.96% 8/24/2020N /AN /A N /A
past 5 Years (per
annum)

Wells Fargo to Equal
Weight

More Upgrades  & Downgrades

,x2020 BDLTEV
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Otter Tall Corporation (OTTR) 8 Vlsltors trend 2W¢ 10W t 9M tfit Add to watchlist
NasdaqGS nasdaqGS Real Tlme Price. Currency In USD

Quote Lookup CI41.62 -0.29 (-0.69%)
As of 113sAM ESL Market open.

Chart StatisticsConversatlo ns ProfileHistorical DataSummary HoldersCompany Outlod< 8 Financials Analysis Options sustainability

Current Qtr: (Dec 2020) Current Year (2020)Next Qu. (Mar 2021)Eamlngs Estimate

Currency In use

Next Year (2021)
\

3 3 4 4

QVN H) ft\l3(;>fi\T J ;`..

VAR F0l3'5IKTlG 4804 Ii"l€:l/il W.No. of Analysts

0.5 0.66 2.3 2.47Avg. Estimate

Low Estimate 0.46 BE0.6 2.23 SAFE2.36

0.720.56 2.36 2.58High Estimate .... NA EIXTE AiwAA1al§,

DBEJTE NA So/QU B&2F1E6NOST
0.51 2.170.6 2.3Year Ago EPS . . .

61"
Revenue Estimate Next Qtr. (Mar 2021) <9Current Qlr. (Dec 2020) Cnr re nl year (2020) New Year (2921) m a syohuolflnunce

~..
23 3 3No. of Analysts

Trade like it's  not
your f irs t rodeo

5%

~¥1

224.10M 246.6M 886.9BM 945.32MAvg. Estim ate i.
`

*w .
~ ..

ax
~~; _

.., .. Q .
Q;

.  " `
u 4 . . . ` \;M.~  ` * ~ .5

ss ==~ . .

Low Estimate 217M 229.6M 880.2M 897.BM

people Also Watch233M 263.6M 896.1M 980.8MHigh Estimate
Symbvai last Prue

215.68M 919.5M234.75M 886.98MYear Ago Sales
Change

0,12

as Change

0.19%BKH 64.96
Black Hills Corporation

3.90% 5.00% 6.60%3.50%Sales Growth (year/est)

ALE 0.7957.98 1.34%
Allele, Inc.

12/30/2019 6/29/20203/30/2020 9/29/2020 0.07%Earnings History 0.03PNM 4B.97
PNM Resources, Inc. (Hdding Co

0.5EPS Est. 0.320.67 0.65
0.55 -0.74%

EPS Actual 0.51 0.6 0.42 0.87
93.93 0.37 0.39%

MGEE 13.59
MGE Energy Inc.

IDA
IDACORP. Inc.0.01Difference 0.07 0.1 0.22

10.40%2.00% 33.80%31.20%Surprise % Recommaxdation Trends >

4
4

EPS Trend current Qtr. (Dec 2020) Next Qtr. (Mar 2021) Cusrenl Year (2020) Next Year (2021)

2
Current Estimate 0.660.5 2.472.3

3 i20.5 0.66 2.32 2.477 Days Ago

1
0.57 2.220.65 2.3930 Days Ago

4

I 3

Strong Buy

Buy

Had

Underperform

Sell1

0.57 2.220.65 2.3960 Days Ago

No Oct sep Aug
0.650.57 2.2 2.3790 Days Ago

Recommendation Rating >

1.7
v

EPS Ravlslons Current Qtr. (Dec 2020) men Qu. (Mar 2021) Curran Year (2020) Next Year(2G2I)

N/A N/AUp Last 7 Days N/A N/A 3
Hold

4
Under

s
Sell

2
Buy

x
Strong

n.... -..z.....

4



2020 Election WatthllsisFinance Home Screamers MamiietsPremium u Newsmy POI!f0ll0 Premium Try it free

Average 49.67

1 1 3 3Up Last 30 Days
o

High 51.00
N/AN/ADown Last 7 Days N/A N/A

low 48.00
Current 41.62

N/ADown Last 30 Days N/A N/A N/A Upgrades & Downgrades >

B/5/2020UpgradeOURGrowth Estimates S8tP 500secuxrs)Industry
Sldoti & Co: Neutral to
Buy

2.00%Current Qtr. N/A N/A N/A 3/13/2020Downgrade
KeyBanc: Overweight to
Sector Weight

10.00%Next Qtr. N/A N/A N/A

Malntains Sidotiaco.: to Neutral 2/19/2020
Current Year 6.00% N/AN/A N/A

MaintainsNext Year 7.40% KeyBanc: to Overweight 1/17/2020N/A N/A N/A

9.00% N/A initiatedN/A N/A KeyBenc; to overweight 12/16/2019
Next 5 Years (per
annum)

7.60% 11/6/2019UpgradeN/A N/A N/A
Williams Capital: Sell to
Hold

Past 5 years (per
annum)

More Upgrades e. Downgrades-
n>
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PNM Resources, Inc. (PNM) 8% Vlsltors trend 2wt 10w'r 9M t$91 A¢1d to watchlist Quote  LookupNYSE Nasdaq Real Time Price. Currency in USD [1
48.98 -0.02 (-0.04%)
As of x 1240Am ESC Market open.

Chartn Historical DataConversations Statlstlcs FinancialsFrofl le .summary HoldersCompany Outlook Analysis Optlons Sustainability

l3>

Curran Qtr. (Dec 2020) Current year (2020)Next 0tr. (Mar 2021)

Currency in USD

Next year (2021)Earnings Estimate

7 5 8 10No. d Analysts

0 .17 0.16 2.26 2.33Avg. Es tim ate

Low Es tlm ate 0.11 2 .1 10.11 2.26

0.25 0.22 2 .32 2.4High Es tim ate

0.36 0.18 2.16 2 .26Year Ago EPS

h.
`

Revalue Estimate Current Qtr. (Dec 2020) Next QU. (Mar 2021) Current Year (2020) Next Year (2021) nychodfinance wm

23 7 7No. of Analysts
Trade like It's not
your first rodeo

4 .
§~- .

s ,

344.18M 383.77M 1 .53B 1.61BAvg. Eselmate

~". \~. \
.. ==:

* \ . .
:/ -. 5'

4
..,
891 §

9 r 4 " ' : . .

Low Es tim ate 126.71M 379.75M 1 .55B1.488

People Also Watdl553.24M 387.8MH*8h Es timate 1 .78B1 .78

Symbol

344.14M 333.62M 1 .46B 1 .5 3 8Year Ago Sales
ID A

Last Price

93.93

Change

0.37

% Change

0.39%
IDACORP. Inc.

0.00% 15.00% 4.70% 5 .6 0 %Sales  Growth (year/es t)

1.16 1.28%P N W 8 9 .2 8

Pinnacle West Capital Corporatl

12/30/2019 3/30/2c20 9/29/2020Earn ings  H is to ry 6/29/2020 0 ,1 9 -0.44%P OR 4 3 ,7 2

Portland General Electric Co

EPS Est. 0.33 0.17 0.49 1 .26
B A H 0.12 0.19%

0.36E PS Actual 0.18 0.55 1 .4
0.07 0.20%

6 4 .9 6

Black Hims Corporation

3 4 .6 3O G E

OGE Energy CorpDifference 0.03 0.01 0.06 0 .1 4

5 .90% 12.20%9.10% 11.10%Surpris e % Recommendation Trends >

11 H

IGEPS Trend 1DCurrent Qlr. (Dec 2020) Next Qtr: (Mar 2021) Next Year (2021)Current Year (2020)
1

t
a

2

2Current Es tim ate 0.17 0.16 2.26 2.33

80.17 0.16 2 .26 2 .337 Days  Ago

4
0.27 0.16 2.23 2.33 I 930 Days  Ago

Strong Buy
Buy
Hold

Underperform
Sell

2

0 .190.2s 2 .2 2 .3260 Days  Ago r.
Aug

n  I I
Nw oci sap

0.26 2 .20.15 2 .3490 Days  Ago

Recommendation Rating >

2.6.. Y,EPS Revis ions Current Qtr. (Dec 2020) Next Qtr, (Mar 2021) next Year (2021)Current Year (2020)

Flnance Home Watchllsts2020 Electlon screanws markets NewsPremlum BMy Portfolio

buy
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Analyst price Targets (9) >EPS Revisions Current Qin (Dec. 2020) next Qtr. (Mar 2021) Current Year (2020) Next Year (2021)

2 15N /AUp Last 30 Days

Average 50.07

O
High 52.00

N /ADown Last 7 Days N /A N / A N /A
Low 48.00

Curren t 48 .98

N /ADown Last 30 Days N / A N / A N /A Upgrades & Downgrades >

Downgrade Mlzuho:Buy to Neutral 10/22/2020PNMGrowth Estimates S8P 500Sector(s)Industry

52 .80%Current Qtr. N /AN /A N /A Wells Fargo: Overweight
Downgrade IO EqualWeight 10/22/2020

11.10%Next Qtr. N /A N /A N /A
Barclays:Overwelght to 10 2020

Dowrlgrade Equalweight I22/
Current Year 4 .6 0 % N /AN /A N / A

In i t i a ted 10/14/2020Next Year 3.10% Ci tig roup: to  BuyN /A N /A N / A

3.98% N /A Ma ln ta lnsN / AN /A 6/5/2020UBS: to Buy
Next s Years (per

annum)

Main ta ins4.02% 6/3/2020N /A Mizuho : to  BuyN /A N /A
Past 5 Years (per

annum)

More Upgrades 84 Downgrades
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The Southern Company (SO) 8% Visitors trazd 2W 1 10W  t 9M 2 Quote Lookup191 Add to watchlist
NYSE NaWaq Real Time Price, Currency in USO lil
63.15 -0.97 (-1.51%)
As of 11:40AM ESC Market open,

Chart Convers ations Statis tlcs His torica l  Data FinancialsProfile HoldersC o m p a n y Ou t l o o k  8Sum m ary Ana lys is o p t i o n s Sus ta inabi l i ty

QY N HQ) As] GA I
Current Qu. (Dec 2020) current Year (2020)Next Qtr. (Mar 2021)Earnings  Es tim ate

Currency In USD

Next Year (2021) f

11 1 77 17

< "  . * - z .

. .. . . , . , . J . ¢" 1

VAR F69SIKT1G 9; ?&10II 9?9l¥1lk]l s>'.Na o f Ana lys ts

0 .4 0 .8 3 .1 9 3.32Avg. Estimate

0 .2 9Low Estimate BESAFE0 .6 4 3.263 .1 4

0 .4 4 0 .9 8 3.43 .2 2High Estimate

0 .2 7 3 .1 10 .7 8 3 .1 9year Ago EPS

. . HAEIXTE Ax<1>AAL|>-

l)f.3EJTE NA SVOU BEZIJECNOST

Revenue Es tim ate £9Curran: Qtr. (Dec 2020) Curran Year (2020) Next Year (2021) yahoclflnanee wwwNext Qtr. (Mar 2021)
s

u  :  :
. s

. ` ~$
a . \.

5 1 03 11No. of Analys ts

. .  >. ..Trade like its not
your first rodeo

-5.95B 2 1 .5 B5 .4 9 8 2 2 .3 6 BAvg. Estimate

.

\.
I 4
f

R, pal . ; .  F. . .

8 1  a m :Q ;  " - .

\ .
~..s \

.

Low Estimate 4.93B S.31B 20 .35B 2 1 .1 3 8

people Also Watch
8 .3 5 B 23 .61B5 .6 3 B 2 4 .2 6 8High Estimate

Symbol Last Pike

4.91B 21 .428 2 1 .5 85.G2BYear Ago Sales
Change

0.35

% Change

0 .3 7 %DUK 94.66
Duke Energy Corporation (Holding

21 .10% 0.40%9 .5 0 % 4.00%Sales Growth (year/est)

D 0 .3 5 %0 . 3 085.77
Dominion Energy, Inc.

12/30/2019 6/29/20203/30/2020 9/29/2020 1.23Earnings Hlstoiy 1 .3 8 %AEP 87.98
Amefkan Electric Power Company

0 .2 7EPS Est. 0.71 0 .6 7 1.21
ED 0 .8 5 %0.698 1 . 2 5

Consolidated Edison, lruc.

0.27EPS Actual 0 .7 8 1.220.7B
+ 0 .0 1 %+ 0 .0 1EXC 43.35

Behan Corp orationDifference 0 0 .1 10 .0 7 0 .0 1

0.00% 9.90% 0.80%16.40%Surprise % Recommendation Trends >

20
EPS Trend Current Qtr. (Dec 2020) Next Qtr. (Mar 2021) Next Year (2021)Current Year (2020) 1717

15 30.4Current Estlmate 3 .1 90 .8 3 .3 2 4

20

17 g

100 .4 0 .8 3 .1 9 3 .3 27 Days Ago

0 .4 0 .8 1 3 .1 6 3 .3 230 Days Ago

Strong Buy

Buy

Had

Underperform

Sells

0 .8 10 .3 7 3 .3 23 .1 660 Days Ago 88 8
New Oct Sep Aug

0 .3 7 0.81 3 .1 5 3.3190 Days Ago

Recommendation Ratlng >

2 .9EPS Revisions Next Qrr. (Mar 2021)Curran mr. (Dec 2020) Current Year (2020) Nexl Year (2021)
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Analyst Prke Targets (16) >EPS Revisions Current 0lr. (Dec 2020) Next Qtr. (Mar 2021) Next Year (2021)Current Year (2020)

3 3 1 1 4Up Last 30 Days

Law 53.00
N / AN /ADown Last 7 Days N / A N /A

Average 61.38

o
High 67.00

Curren t 63 .15

N / AN /A N / ADown Last 30 Days N /A
Upgrades & Downgrades >

Maintains 17/17/2020$ 0Growth  Es ttm a ies S&P 500Industry Sector(s)
Morgan Stanley: to

Underweiglu

4 8 .1 0 %Current Qtr. N /AN / A N / A
10/20/2020

Morgan Stanley: to

Maintains  Undenwelght

2.60%Next Qtr. N / A N /AN /A

Malntalns  KeyBanc : toOverwelght 10/x9/2020

2.60%Current Year N / A N /A N / A

Maintains 10/S/2020Next Year 4.10% N /AN /AN / A
Morgan Stanley: to

Underweight

4.53% N / A N /AN /A 9/21/2020Upgrade
Next s Years (per

annum)
Barclays: EqualWeight to

Overweight

Malntalns3.96% 9/18/2020N /AN /A N /A
past 5 Years (per

annum)

Morgan Stanley: to

Underweight

More Upgrades & Downgrades

2 3
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Surrebuttal Schedule JAC1

(Page 2 of 2)

Arizona public Service Company

Test Year Ended June 30, 2019

Docket no. E01345A190236

Arizona Public Service Company

Cost of Capital Calculation

Fair value Rate Base (FVRB),

Falr Value Rate of Return (FVROR) and

Cost Rate to be Assigned to the Fair Value Increment

RUCO Recommended

($ in thousands)

Calculation of RUCO Fall Value Rate Base (FVRB)

Line

No. Rate Base Estimate Amount

Weighted

AmountWeighting

s50%

50%

s
$

8,261,698

15,136,256

1

2

3

1 Original Cost Rate Base (OCRB) RUCO Recommended

z RUCO Reeonslnuctinn Cost New (RCND) Rate Base

Falr Value Rate Base (FVRB) s

4,130,849

7.568.128

11,698,977

s 3,437,2794

s 1.42

Appreciation above OCRB

FVIOCRB Multiple

Calculatlon of RUCO Fair Value Rate of Rayburn (FVROR)

Amount PercentCapital

Cost

Rate

Weighted

Cost

32.01%38.61% 4.10%

870%

1 ,3123%

3.3601%

6

7

8

s
s
s

3.744.650

4.517.048

8,261 ,698

LongTerm Debt

Common Equity

Capital Financing OCRB

Fair Value Increment9 s 0.00%29.38%3,437,279 0.00%

10 Fair Value Rate of Return 100.00%s 4.67%11,698,977

Calculation of Cos! Rate lo be Assigned to the Falr Value increment

Cos! RateCost Inputs

11

12

13

! Nominal RiskFree Rate Forecasted

A Less: CPI inflation Component Forecasted

Real RiskFree Rate

1.75%

1.30%

0.45%

14 Cost Rate Falr Value Increment 0.45%

15 RUCO RECOMMENDED COST RATE . Falr Value Increment 0.00%

Sources:

1 Frank Radigan Direct, Exhibit FWR2 [RUCO Schedule A1)

a Frank Radigan Direct, Exhiblt FWR2 (RUCO Schedule A1)

I Nominal riskfree rate is the yield on the 30year U.S. Treasury Bond, forecasted one year out to QUO . 2021.

lr tlgs.//tradlnrzeconomin:s.com/forecast/novemmentbond10v

I Consumer Price Index (CPI) inflation, forecasted one year out to QUO 2021.

: aa.oecd.or rice inllat lonf r ast.ht



Surrebuttal Schedule JAC 2
Page 1 of 1

Arizona Publlc Service Company
Test Year Ended June 30, 2019
Docket No. E01345A190236

Cost of Common Equity

Common Equlty Cost Rate

Line
No.

Welght
Factor

indicated
Welghted

Cost

Indicated
Cost of

_Common Equity

Schedule JAC 3 8.63% 40.00%1 Dlsoounled Cash Flow Model ('DCF") 3.4528%

Schedule JAC - 4 7.75% 20.00% 1 .5500%2 Capital Asset Pricing Model ("CAPM")

Schedule JAC - 6 9.75% 40.00%a Comparable Eernlngs Model ("CE') 3.9000%

8.71%4 Sample Average lndlcaled Cost of Common Equity

8.90%5 RUCO Indicated Weighted Cost of Common Equlty

6 RUCO Proposed Downward Adjustment 0.20%

8.70%7 RUCO Recommended Cost of Common Equity

[Unes 1 31: From Schedules JAC~3, JAC-4 and JAC-5

[Llnes 4 - 5]: See Tesllmony

[Llne SJ: See Direct Testlmony of Jordy Fuentes
[Line 7]: See Testimony



Surrebuttal Schedule JAC 3
Page 1 of 4

Arizona Publlc Servlce Company
Test Year Ended June 30, 2019
Docket No. E01345A190236

PROXY GROUP -- DIVIDEND YIELD

(A)
Line

M Proxy Group Companies Ticker

ALE

AEE

AEP

DTE

DUK

EXC

EVRG

OGE

OTTR

PNM

SO

XEL

_IM

$2,47

$1 .98

$2.80

$4.05

$3.86

$1 .53

$2.02

$1 .55

$1 .48

$1 .23

$2.56

$1 .72

(D)
r 2020
Averaqe

$55.62

$80.35

$85.76

$120.27

$86.66

$38.37

$57.00

$31 .18

$38.69

$44.63

$56.24

$70.05

(E)

4.44%

2.46%

3.27%

3.37%

4.45%

3.99%

3.54%

4.97%

3.83%

2.76%

4.55%

2.46%

(B) (C)
August 2020 Octobe

Hiqh Low

$61 .32 $49.91

$85.43 $75.27

$94.21 $77.30

$130.89 $109.65

$94.37 $78.95

$42.77 $33.97

$65.39 $48.61

$34.10 $28.25

$42.02 $35.36

$50.25 $39.00

$61 .26 $51 .22

$74.41 $65.69

1 Allele. Inc.

2 Ameren Corporation

3 American Electric Power Company, Inc.

4 DTE Energy Company

5 Duke Energy Corporation

6 Exelon Corporation

7 Evergy, Inc.

8 OGE Energy Corporation

9 Otter Tall Corporation

10 PNM Resources, Inc.

11 Southern Company

12 Xcel Energy Inc.

3.67370%13 .Avera e

References:

Column (A) - Value Line Investment Sumey. Ratings & Reports (September 11, October 23, and November 13, 2020).

DPS reflects annualizalion of most recent quarterly dividend.

Columns (B). (C), and (D) Yahoo Finance

hl ://jin ce, h
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Surrebuttal Schedule JAC . 3
Page 4 a4

Arizona Pubflc Sefvlee Company
Tsai Year Ended June 80, 2019

Docket No. E!l1345A190236

EBQ!l§89L!E : :D9EANAL!§!§

(B) (c) (D) (E) (|)(G)

Lho

M WMLQMARQMEQQM D S M

% a
uMlw

S/suanl1

(A)

Curran!
olvluunr

Vlald

up..
P rdactod
Rntontlvn

snmnh

Historian I
Por s han

snaeaummn

Prdaciud
P.f 8h1»

s u¢¢aL=4

(F)
Yahoo! Fin.
pfalmad
5YOll EPS

2 9 9 4 !

Avulaw

EBM!!

(H)

Expected

Dlvhiul ld
vnu

I P

DCF

n m ;

4.2%

5.7%

7.00%

3.50%

5.60%

8.03%

2.31%

NMF

ALE

AEE

AEP

DTE

DUK

EXC

EVRG

OGE

OTTR

PNM

SO

xs L

4.4%

2.6%

3.3%

3.4%

4.6%

4.0%

3.5%

5.0%

3.8%

2.8%

4.8%

2.5%

2.8%

3.7%

3.9%

4.1%

1.3%

3.6%

1.6%

3.6%

3.1 %

3.8%

3.0%

4.2%

2.0%

4.2%

3.5%

4.2%

2.2%

4.0%

2.3%

2.8%

3.2%

4.0%

2.7%

3.8%

4 .2 %

4.0%

4.2%

a.5%

2.2%

4.3%

NMF

5.8%

5.3%

8 .5%

3.2%

5.3%

5.0%

8.0 %

3.3%

4.2%

4.0%

3.2%

4.2%

6.7%

3.2%

5.8%

6.00%

2.40%

9.00%

3.98%

4.53%

8.20%

1 N ie ls , he ,

2 Ameren Corporation

S Amerlean Electric Power Company

4 DTE Energy Company

5 Dire Energy Corporation

e Exelnn Corporation

7 Evergy. Inc.

8 OGE Energy Corporation

9 Otter Tal Corporation

10 PNM Resources, trac.

t1 Soothe m Company

12 Xcel Energy he.

4.5%

2.5%

3.3%

3.5%

4.5%

4. 1 %

3.8%

5.1%

3.9%

2 .8%

4 .6%

25%

4.0 %

4 2 %

4.4%

5.4%

2.3%

4.0%

3.5%

3.8%

4.9%

5.4%

3.3%

5. 1 %

8.5%

8.7%

1.8%

8.8%

8.8%

B. I %

7.1%

8.6%

8.9%

8.2%

7.9%

7.5%

13 Mean 3.22% 3.24%3.67% 4.88% 4.61% 5.13% 4.17% 1.92%3.75%

14 Medlan 3.33%3.88% 3.62% 4.17%4.25% 4.11%5.50% 3.78%

6.98%8.96%1 5  c o m p o s e Ma n e .ao% 8.36% 888% 7.92%

1.38% 7.10%18 Compos iteMedlan 8.01% 7.93% 9.26% 7.87%

(Dow nloaded November 17. 2020)

5§4§ ;

Column [A] : Sdiedde JAC 3 (Page 1)

Column [B] :Sdledlle JAC 3, pre 4 of 4

Column [Cl : Schedule JAC . 3, page 4 cl4
Column [Dl aN Column [E] : Sdledlie JAC 3, page 2 of 4

Column [F] : Sas Yahoo Flnanoa. Gmw lh aumalea Next 5 Yea ix see Allachmenl 7

Column [G] z Average Columns [Bl lhmugh [F]

Column pq : Column [A] (1 O (Column [G1 (0.5)))

Column [I] : Column [G]4 Column IH]

Nose: Low 8nd high values for each base (mean I composite mean. and madlan / composite median) are highlighted.
NNF Not Msanlnglul Flgure
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CAPITAL ASSET PRICING MODEL .. PROXY COMPANY COST RATES

[B] ID]IC!
Rlsk

Ticker

[A]
Rlsk Free

B319 x
0.85

0.80

0.75

0.90

ALE

AEE

AEP

DTE

DUK
EXC

EVRG

OGE

OTTR

PNM

0.85
0.95

1.00

1.05

0.85

0.95

0.90

Llne

M9
1

2

3

4

5
e

7

B

9

10

11

12

SO

XEL

123%

1.23%

1.23%

1.23%

1.23%
1.23%

1.23%

123%

1.23%

1.23%

1.23%

1 .23% 0.80

r mi

7.40%

7.40%

7.40%

7.40%

7.40%

7.40%

7.40%

7.40%

7.40%

7.40%

7.40%

7.40%

c

6.29%

5.92%

5.55%

6.66%

6.29%
7.03%

7.40%

7.77%

6.29%

7.03%

6.66%

5.92%

Proxy Group Companies

Allete. Inc.

Ameren Corporation

American Electric Power Company

DTE Energy Company

Duke Energy Corporation

Exelon Corporation

Evergy, Inc.

OGE Energy Corporation

Otter Tail Corporation

PNM Resources. Inc.

Southern Company

Xcel Energy Inc.

IE]
CAPM

M Y
7.51 %

7. 14%

6.78%

7.85%

1.510/1
8.25%

8.62%

8.99%

7.51 %

8.25%

7.88%

7.14%

13 D.B87SAverage 7.80%

Median14 7.70%

15

16
17

to

1.14%

1.21 %

1.34%

1.23%

20 year Treasury Bonds

August 2020

September 2020

October 2020

Average

19 RUCO Risk-Free Rate 1.23%

REFERENCES

Column [A]: united States Treasury Department Attachment 2
https://www.treasurv.gov/resourcecentcr/datachartcenter/Interestrates/Pages/TextView.aspx?data=vieldYear&vear=2019

Column [B): Value Line Investment Survey, Ratings & Reports (September 11, October 23.and November 13. 2020 - See Attachment1)

Note:Updated beta coefficients for PNM and XEL obtained from Value Line Investment Survey, Summary & Index (Sept.11. 2020).

Column [C]: JAC 4. Page 2 of 2

Column [D]: [B] [C]

Column [E]: [A] + [D]
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STANDARD & POORS 500 COMPOSITE
20-YEAR U.S. TREASURY BOND YIELDS

RISK PREMIUMS

[A] [B] [C]

EPS BVPS

[D]
20~YEAR

T-BONDROE

[E]
RISK

PREMIUM

Line

M
$12.33
$14.86
$14.62
$15.36
$12.64
$14.03
$16.64
$14.61
$14.48
$17.50
$23.75
$22.87
$21.73
$1629
$18.86
$21.89
$30.60
$33.96
$38.73
$39.72
$37.71
$48.17
$50.00
$24.70
$27.59
$48.73
$58.55
$69,925
$81.51
$66.18
$14.88
$50.97
$77.35
$86.95
$86.51
$100.20
$102.31
$86.53
$94.55
$109.88
$132.39
$139.47

$79.07
$85.35
$94.27
$102,48
$109.43
$112.46
$116.93
$122.47
$125.20
$126.82
$134.07
$141 .32
$14726
$153.01
$158.85
$149.74
$180.88
$193.06
$216.51
$237.08
$249.52
$266,40
$290.68
$325.80
$338.37
$321 .72
$367.17
$414.75
$453.06
$504.39
$52959
$451 .37
$513.58
$579.14
$613,14
$666.97
$715.84
$72696
$740.29
$768.98
$807.04
$841 .26
$892.65

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

7.90%
8.86%
9.97%
11.55%
13.50%
10.38%
11.74%
11.25%
8.98%
7.92%
8.97%
8.81 %
8.19%
8.22%
7.26%
7.17%
6.59%
7.60%
6.18%
6.64%
5.83%
5.57%
6.50%
5.53%
5.59%
4.80%
5.02%
4.69%
4.88%
4.86%
4.45%
3.47%
4.25%
3.82%
2.46%
2.88%
3.41 %
2.55%
2.30%
2.65%
3.11%
2.40%
6.39%

15.00%
16.55%
15.06%
14.50%
11.39%
12.23%
13.90%
11.80%
11.49%
13.42%
17.25%
15.85%
14.47%
10.45%
12.22%
13.24%
16.37%
16.58%
17.08%
16.33%
14.62%
17.29%
16.22%
7.44%
8.36%
14.15%
14.98%
16.12%
17.03%
12.80%
3.03%

10.56%
14.16%
14.59%
13.52%
14.49%
14.18%
11.79%
12.53%
13.94%
16.06%
16.09%
13.79%

Year

1 977

1978
1979

1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

Average

7.10%
7.69%

5.09%
2.95%
2.11%
1.85%
2.16%
0.55%
2.51 %
5.50%
8.28%
7.04%
6.28%
2.23%
4.96%
6.07%
9.78%
8.98%
10.90%
9.69%
8.79%
11.72%
9.72%
1.91 %
2.77%
9.35%
9.96%

11.43%
12,35%
7.94%
1 .42%
7.09%
9.91 %
10.77%
11 .06%
11 .61 %
10.77%
9.24%
10.23%
1129%
12.95%
13.69%
7.40%

[A]: Diluted earnings per share on the S&P 500 Composite Index,
[B]: Book value per share on the S&P 500 Composite Index.
[C]: Average of current and prior year [B] / current year [A].
[D]: Annual income returns on 20-year U.S. Treasury bonds.

[Eli [C] - [D]
Sources for [A] and [B]: Standard & Poors 2015 Analysts' Handbook and

Standard & Poors 500 Earnings and Book Value Per Share:
httns://vcharts.com/Indicators/reoorts/so $00 earnings
https://vcharts.com/indicators/sando 500 book value per share
Source for [D]: Morningstar 2015 Classic Yearbook (Table A7) and
u.s. Department of the Treasury
https://www.treasurv.zov/pazes/default.asox
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Arizona Public Service Company
Test Year Ended June 30, 2019
Docket No. E-01345A-19-0236

ECONOMIC INDICATORS

ReaI  GDP
GrowthYear

I ndust r i al

Production
Growth

Unmnmow
rent
Rate

Consumer
Pdcel ndex

Line

M
Producer

Price Index

1
2
3
4
5
6
7
8

1975
1976
1977
1978
1979
1980
1981
1982

-1. 1 %
5.4%
5.5%
5.0%
2.8%
-0.2%
1 .8%
-2.1 %

7.0%
4.8%
6.8%
9.0%

13.3%
12.4%
8.9%
3.8%

6.8%
3.7%
6.9%
9.2%

12.8%
11.8%
7.1%
3.6%

g
10
11
12
13

14

15
16
17

1983
1984
1985
1986
1987
1988
1989
1990
1991

4.0%
6.8%
3.7%
3.1%
2.9%
3.8%
3.5%
1.8%
~0.5%

3.8%
3.9%
3.8%
1.1%
4.4%
4.4%
4.6%
6.1%
3.1%

0.6%
1 .7%
1 .8%
-2.3%
2.2%
4.0%
4.9%
5.7%
-0.1 %

18
19
20
21
22
23
24
25
26
27

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

3.0%
2.7%
4.0%
3.7%
4.5%
4.5%
4.2%
3.7%
4.1%
1.1%

2.9%
2.7%
2.7%
2.5%
3.3%
1.7%
1.6%
2.7%
3.4%
1.6%

1.6%
0.2%
1.7%
2.3%
2.8%
-1 .2%
0.0%
2.9%
3.6%
~1 .6%

28
29
30
81
32
33
34
35

2002
2003
2004
2005
2006
2007
2008
2009

1.8%
2.8%
3.8%
3.3%
2.7%
1.8%
-0.1%
-2.5%

2.4%
1.9%
3.3%
3.4%
2.5%
4.1%
0.1%
2.7%

1.2%
4.0%
4.2%
5.4%
1.1 %
6.2%
-0.9%
4.3%

36
37
38
39
40
41
42
43
44
45

1.5%
3.0%
1.7%
1.5%
0.8%
0.7%
2.1%
2.1%
1.9%
2.3%

4.7%
6.9%
1.6%
0.8%
1.2%
-4.3%
-1 .4%
3.3%
3.4%
0.4%

1975 - 19B2 Cycle
-8.9% 8.5%
10.8% 7.7%
5.9% 7.0%
5.7% 6.0%
4.4% 5.8%
-1 .9% 7.0%
1.9% 7.5%
-4.4% 9.5%

1983 - 1991 Cycle
3.7% 9.5%
9.3% 7.5%
1.7% 7.2%
0.9% 7.0%
4.9% 6.2%
4.5% 5.5%
1.8% 5.3%
-0.2% 5.6%
-2.0% 6.8%

1992 . 2001 Cycle
3.1% 7.5%
3.4% 6.9%
5.5% 6.1%
4.8% 5.6%
4.3% 5.4%
7.3% 4.9%
5.8% 4.5%
4.5% 4.2%
4.0% 4.0%
-3.4% 4.7%

2002 - 2009 Cycle
0.2% 5.8%
1.2% 6.0%
2.3% 5.5%
3.2% 5.1%
2.2% 4.6%
2.5% 4.6%
-3.5% 5.8%
-11.5% 9.3%

Current Cycle
2010 2.6% 5.5% 9.6%
2011 1.6% 3.1% 8.9%
2012 2.2% 3.0% 8.1%
2013 1.8% 2.0% 7.4%
2014 2.5% 3.1% 6.2%
2015 3.1% -1 .0% 5.3%
2016 1.7% -2.0% 4.9%
2017 2.3% 2.3% 4.4%
2018 3.0% 3.9% 3.9%
2019 2.2% 0.8% 3.7%

Source: Council of Economic Advisors, Economic Indicators, various issues.
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ECONOMIC INDICATORS

Real
GDP*

Growth

Industrial
Pmductlon

Growth

Unemploy
ment
Rate

Consumer
Price Index

Producer

mmnsaeu

0.9%
3.2%
2.3%
2.9%

4.6%
4.5%
4.6%
4.8%

2.5%
1 .8%
1 .B%
1 .7%

4.8%
5.2%
1 .2%
0.6%

B.4%
8.8%
1.2%
6.6%

-1 .8%
1 .3%
~3.7%
8.9%

1.9%
0.2%
3.0%
8.0%

4.9%
5.3%
8.0%
6.9%

2.8%
7.6%
2.8%

-18.2%

9.6%
14.0%
0.4%

-28.4%

5.3%
0.3%
1 .4%
4.0%

8.1 %
9.3%
9.6%
10.0%

11 .6%
12.9%
9.3%
4.5%

2.4%
3.2%
2.0%
2.5%

0.4%
9.2%
0.8%
8.8%

1.6%
3.9%
2.8%
2.8%

2.7%
6.5%
6.9%
6.2%

0.9%
12%
2.8%
2.8%

9.7%
9.7%
9.6%
9.6%

5.5%
2.4%
4.0%
9.2%

6.4%
8.6%
3.3%
4.0%

1 .5%
2.9%
0.8%
4.6%

4.B%
3.2%
2.4%
0.4%

9.0%
9.0%
9.1%
8.7%

9.8%
3.6%
6.4%
1 .2'/o

2.3%
1.6%
2.6%

0.1% 4.5%
4.7%
3.4%
2.8%

3.2%
0.0%
4.0%
0.0%

8.3%
8.2%
8.1%
7.8%

2.0%
2.8%
9.6%
3.6%

2.6%
2.0%
2.6%
3.3%

1.9%
1 .1 %
3.0%
3.8%

1.7%
7.6%
7.3%
7.0%

2.0%
1.2%
1.6%
1.2%

1.2%
2.4%
0.0%
0.3%

-1.2%
4.0%
5.0%
2.3%

3.2%
4.2%
4.7%
4.6%

6.6%
8.2%
6.1%
5.7%

0.3%
0.2%
0.0%
0.8%

1.6%
3.6%
0.0%
2.8%

a.2%
2.7%
1.6%
0.5%

3.5%
1.5%
1.1 %
0.8%

5.6%
5.4%
6.2"/o
5.0%

0.2%
0.6%
0.0%
0.2%

2.3%
1.2%
1 .8%
0.9%

1 .5%
2.3%
1.9%
1 .8%

1.7%
~1.3%
1.2%
0.1%

4.9%
4.9%
4.9%
4.7%

2.7%
2.2%
1.5%
0.9%

1.1%
1.0%
1.1%
1.8%

1 .8%
3.0%
2.8%
2.3%

0.5%
2.2%
1.6%
3.5%

4.7%
4.3%
4.3%
4.1%

2.5%
1.9%
1.9%

2.1% 3.7%
3.1%
2.9%
3.6%

3.8%
2.7%
2.1 %
1.3%

4.1%
3.9%
3.8%
3.8%

3.5%
3.3%
4.9%
3.9%

1.7%
2.3%
1.3%
1.0%

3.2%
8.9%
3.9%
2.6%

2.9%
1.5%
2.G%
2.4%

2.9%
1 .1 v,
02%
0.7%

3.9%
3.6%
3.6%
3.5%

0.2%
0.2%
0.2%
0.2%

0.8%
0.8%
0.1%
0.2%

1.9%
.14.4%

0.1%
0.1%

0.2%
-3.7%

5.0%
31 .4%
33.1% 3.8%

13.0%
8.8%

Llne

NO
1
2
3
4
5
6
7
8
g
10
11
12
13

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
a0
31
a2
33
34
35
36
37
3B
39
40
41
42
43
44
46
46
47
48
49
50
51
62
53
64
55
56
57
58
59
80
61
62
63
64
85
66
67
68
69
70

Year
2007

1 as Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2008

151 Qtr.
2nd Qtr.
so Qtr.
4Ih Qlr.
2009

1stQtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2010

18tQtr.
2nd Qtr.
Srd Qtr.
Mh Qtr.
2011

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2012

1st Qtr.
2nd Qtr.
and Qtr.
4th Qtr.
2013

1st Qlr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2014

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2015

1st Qlr.
2nd Qu.
3rd Qtr.
4th Qtr.
2016

1stQtr.
2nd OU.
3rd Qlr.
4th Qtr.
2011

1st Qlr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2018

1st Our.
2nd Qtr.
3rd Qtr.
4th Qlr.
2019

1 $1 Qtr.
2nd Qtr.
3rd QU.
4th Qtr.
2020

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

"GDP=Gross Domestic Product
Soule: Councll of Economic Advisors, Economic Indicators, vacuous Issues.
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INTEREST RATES

Une Prima
Rate

us Treasury
T Bills

a Month

Utility
Bonds

Aaa

us Treasury
T Bonds
10 Year

utility
Bonds

Aa

Uillity
Bonds

A

Utility
Bonds

Baa
9.03%
8.63%
8.19%
8.87%
9.86%

12.30%
14.64%
14.22%
12.52%
12.72%
11.68%
8.92%
9.52%

10.05%
9.32%
9.45%
8.85%
8.19%
7.29%
8.07%
7.68%
7.48%
7.43%
B.77%
7.21 %
7.88%
7.47%

m

M
1
2
3
4
5
e
7
8
9
10
11
12
13
14
15
16
17
18
1 g
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
86
37
38
39
40
41
42
43
44
45

Year
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

7.86%
6.84%
6.83%
9.06%
12.67%
15.27%
18.89%
14.86%
10.79%
12.04%
9.93%
8.33%
8.21 %
9.32%
10.87%
10.01%
8.46%
6.25%
6.00%
7.15%
8.83%
8.27%
8.44%
8.35%
8.00%
9.23%
6.91 %
4.67%
4.12%
4.34%
6.19%
7.98%
8.05%
5.09%
3.25%
3.25%
3.25%
3.25%
3.25%
3.25%
3.27%
3.51 %
4.13%
4.95%
5.25%

5.84%
4.99%
5.27%
7.22%

10.04%
11.51 %
14.03%
10.69%
8.63%
9.58%
7.48%
5.98%
5.82%
6.69%
8.12%
7.51 %
5.42%
3.45%
3.02%
4.29%
5.51%
5.02%
5.07%
4.81%
4.66%
5.85%
3.44%
1 .62%
1.01 %
1.38%
3.16%
4.73%
4.41 %
1 .48%
0.16%
0.14%
0.06%
0.09%
0.06%
0.03%
0.06%
0.33%
0.94%
1 .94%
2.09%

7.99%
7.61%
7.42%
8.41%
9.43%
11.43%
13.92%
13.01 %
11.10%
12.46%
10.62%
7.67%
8.39%
8.85%
8.49%
8.55%
7.86%
7.01 %
5.87%
7.09%
6.57%
6.44%
6.35%
5.26%
5.65%
6.03%
5.02%
4.61%
4.01 %
4.27%
4.29%
4.80%
4.63%
3.66%
3.26%
3.22%
2.78%
1 .80%
2.35%
2.54%
2.14%
1 .84%
2.33%
2.91%

2.14% 9.44%
8.92%
8.43%
9.10%

10.22%
13.00%
15.30%
14.79%
12.83%
13.56%
12.06%
9.30%
9.77%

10.26%
9.56%
9.65%
9.09%
8.55%
7.44%
8.21 %
7.77%
7.57%
7.54%
6.91%
7.51 %
8.06%
7.59%
7.19%
6.40%
6.04%
5.44%
5.84%
5.94%
6.18%
5.75%
5.24%
4.78%
3.83%
4.24%
4.19%
4.00%
3.73%
3.82%
4.09%
3.61 %

10.09%
9.29%
8.51 %
9.29%

10.49%
13.34%
15.95%
15.86%
13.66%
14.03%
12.47%
9.58%

10.10%
10.49%
9.77%
9.86%
9.36%
8.69%
7.59%
8.31 %
7.89%
7.75%
7.60%
7.04%
7.62%
8.24%
7.78%
7.37%
6.58%
6.16%
5.65%
6.07%
6.07%
6.53%
6.04%
5.46%
5.04%
4.13%
4.47%
4.28%
4.12%
3.93%
4.00%
4.25%
3.77%

10.96%
9.82%
9.06%
9.62%
10.96%
13.95%
16.60%
16.45%
14.20%
14.53%
12.96%
10.00%
10.53%
11 .00%
9.97%
10.06%
9.55%
8.86%
7.91%
8.63%
8.29%
8.16%
7.95%
7.26%
7.88%
8.36%
8.02%
8.02%
6.84%
6.40%
5.93%
6.32%
6.33%
7.25%
7.06%
5.96%
5.57%
4.86%
4.98%
4.80%
5.03%
4.68%
4.38%
4.67%
4.19%

[1] Note: Moody's has not published Aaa utility bond yields since 2001 .

Sources: Council of Economic Advisors, Economic indicators, Mergent Bond Record, Federal
Reserve Bulletin, veNous issues.
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Arizona Public Serviee Company
Test Year Ended June 30, 2019

Docket No. E-01345A19-0236

STOCK PRICE INDICATORS

DJIA

S&P

Dividend/Price

Ratio

S&P

Earnings/Price
Ratio

S&P
Composite

NASDAQ

CompositeYear
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

Line

M
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45

322.84
334.59
376.18
415.74
451 .21
460.42
541 .72
670.50
873.43

1,085.50
1 ,327.33
1,427.22
1 ,194.18
993,94
965.23

1,130.65
1 ,207.06
1,310.67
1 ,476.66
1,220.89
946.73

1,139.31
1 .268.89
1,379.56
1,642.51
1,930.67
2,061 .20
2,092.39
2,448.22
2,744.68
2,912.50

491 .69
599.26
715.16
751 .65
925.19

1,164.96
1 ,469.49
1 ,794.91
2,728.15
2,783.67
2,035.00
1 ,539.73
1,647.17
1 ,986.53
2,099.03
2,265.17
2,577.12
2,162.46
1,841 .03
2,347.70
2,680.42
2,965.77
3,537.69
4,374.31
4,943.49
4,982.49
6,231 .28
7,419.27
7,936.85

4.31 %
3.77%
4.62%
5.28%
5.47%
5.26%
5.20%
5.81 %
4,40%
4.64%
4.25%
3.49%
3.0a%
3.64%
3.45%
3.61 %
3.24%
2.99%
2.78%
2.82%
2.56%
2.19%
1 .77%
1 .49%
1 .25%
1.15%
1 .32%
1 .61 %
1 .77%
1.72%
1 .83%
1 .87%
1 .86%
2.37%
2.40%
1 .97%
1 .99%
2.09%
2.08%
1 .94%
2.05%
2.18%
1 .97%
1 .90%
1 .93%

802.49
974.92
894.63
820.23
844.40
891 .41
932.92
884.36

1,190.34
1,178.48
1,328.23
1,792.76
2,275.99
2,060.82
2,508.91
2,678.94
2,929.33
3,284.29
3,522.06
3,793.77
4,493.76
5,742.89
7,441 .15
8,625.52

10,464.88
10,734.90
10,189.13
9,226.43
8,993.59
10,317.39
10,547.67
11,408.67
13,169.98
11,252.61
8,876.15
10,662.80
11,966.36
12,967.08
14,999.67
16,773.99
17,590.61
17,908.08
21 ,741 .91
25,045.75
26,378.41

9.15%
8.90%
10.79%
12.03%
13.46%
12.66%
11.96%
11 .60%
8.03%

10.02%
8.12%
6.09%
5.48%
8.01 %
7.41 %
6.47%
4.79%
4.22%
4.46%
5.83%
6.09%
5.24%
4.57%
3.46%
3.17%
3.63%
2.95%
2.92%
3.84%
4.89%
5.36%
5.78%
5.29%
3.54%
1 .86%
6.04%
6.77%
6.20%
5.57%
5.25%
4.59%
4.17%
4.22%
4.67%
4.53%

Source: Council of Economic Advisors, Economic Indicators, various issues.
https://www.gpo.»zov/fdsys/browse/collection.action?coIIectionCode=ECOnl
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Arizona Publlc Service Company
Test Year Ended June 30, 2019
Docket No. E01345A190236

STOCK PRICE INDICATORS

DJIA

S&P
DIvldendsIPrice

Ratio

S&P
Earnings/Price

Ratio

Line

M
S&P

Composite
NASDAQ

Composite

1 ,425.30
1 ,496.43
1 ,490.81
1 ,494.09

2,444.85
2,552.37
2,609.68
2,701.59

1.84%
1.82%
1.86%
1.91%

5.85%
5.65%
5.15%
4.51%

12,470.97
13,214.26
13,488.43
13,502.95

1 .350.19
1 ,371,65
1 ,251,94
909.80

2.11 %
2.10%
2.29%
2.98%

2,332.91
2,426.26
2,290.87
1,599.64

455%
4.05%
3.94%
1 .65%

12,383.86
12,508.59
11 ,322.40
8,795.61

809.31
892.23
996.68

1,088.70

3.00%
2.45%
2.16%
1.99%

1,485.14
1,731.41
1,985.25
2,162.33

0.86%
0.82%
1.19%
4.57%

7,774.05
8,327.83
9,229.93
10,172.78

1 ,121.60
1 ,135.25
1 ,096.39
1,204.00

2,274.88
2,343.40
2,237.97
2,534.62

1 .94%
187%
2.09%
1 .95%

10,454.42
10,570.54
10,390.24
11,238.02

5.21%
6.51%
6.30%
6.15%

1,302.74
1 ,319.04
1 ,237.12
1 ,225.65

2,741.01
2,766.64
2,613.11
2,600.91

1 .B5%
1 .97%
2.15%
2.25%

6. 13%
6.35%
7.69%
6.91 %

12,024.62
12,370.73
11 ,671.47
11,798.65

1,347.44
1 ,350.39
1 ,402.21
1,418.21

2.12%
2.30%
2.27%
2.28%

6.29%
8.45%
6.00%
5.07%

12,839.80
12,765.58
13,118.72
13,142.91

2,902.90
2,928.62
3,029.86
3,001 .69

1,514.41
1,609.77
1,675.31
1,770.45

3,177.10
3,369.49
3,643.63
3,960.54

2.21%
2.15%
2.14%
2.06%

14,000.30
14,961.28
15,255.25
15,751.96

5.59%
5.66%
5.65%
5.42%

1 ,B34.30
1 .900.37
1 .975.95
2012.04

4,210.05
4,195.81
4,483.51
4607.88

16.170.26
16,603.50
16,953.85
17368.36

2.04%
2.06%
2.02%
2 .03 %

539%
5.26%
5.38%
4.97%

2.02%
2.05%
2.16%
2.16%

2063.46
2102.03
2.026.14
2,053.17

4821 .go
5017.47
4 .921 .81
5,000.70

4.a0%
4.60%
4.72%
4.23%

17806.47
18007.48
17,065.52
17,482.97

1 ,948.32
2,074.99
2,161.36
2,184.88

4,609.47
4,845.55
5,165.06
5,309.89

2.31%
2.19%
2.13%
2.13%

4.20%
4.14%
4.11%
4.22%

16,635.76
17,763.85
18,367.92
18,864.77

2.05%
2.02%

2,323.95
2,396.22
2,467.72
2,604.98

5,730.36
6,087.11
6,344.72
6,762.93

4.24%
4.29%
4.25%
4.11%

20.aas.12
20,979.77
21,889.58
23,713.18

2,732.58
2,703.16
2.B50.99
2,692.00

1 .8B%
1.92%
1.83%
1.98%

7,250.93
7,356.20
7,877.47
7,192.48

4.37%
4.51%
4.47%
5.28%

25,122.58
24,555.62
25,613.63
24.891.19

2,722.08
2,882.89
2,958.59
3,086.44

7,346.37
7,874.48
8,068.08
8.45B.48

2.00%
1 .93%
1.92%
1 .88%

25,161.98
26,102.16
26,682.54
27,566.95

4.74%
4.60%
4.46%
4.32%

1 .80°/o 4.50%
3.21%

3,069.30
2,928.75
3,321.62

8,808.14
9,079.35

10,933.61

26,679.05
24,542.40
27,313.53

1
2
a
4
5
6
7
8
g

10
11
12
13
14
15
16
17
1a
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
G5
66
67
68
69
70

2007
1st Qtr.
2nd Qtr.
and Qtr.
4th Qtr.
2008

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2009

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2010

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2011

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2012

1st QU.
2nd Qtr.
3rd Qtr.
4th Qtr.
2013

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2014

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2015

1st Qtr.
2nd Qlr.
3rd Qtr.
4th Qtr.
2016

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2017

1st Qlr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2018

1stQtr.
2nd Qtr.
3rd Qtr.
4th Qtr.
2019

1st Qtr.
2nd Qtr.
3rd Qtr.
4th Otr.
2020

1$i Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr,

Source: Council of Economic Advisors, Economlc Indicators, various issues.
he : www. a, ov fd s browse collectio n?col . Code=ECONl

s :hansxom indicators s 5 d lden leld
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Surrebuttal Testimony of Jordy Fuentes

Arizona Public Service Company

Docket No. E-01345A-190236

Q.

INTRODUCTION

PLEASE STATE YOUR NAME, OCCUPATION, AND BUSINESS ADDRESS.

A. My name is Jordy Fuentes. I am Director of the Arizona Residential Utility

Consumer Office ("RUCO"). My business address is 1110 W. Washington Street,

Suite 220, Phoenix, AZ 85007.

Q. ARE YOU THE SAME JORDY FUENTES WHO FILED DIRECT TESTIMONY IS

THIS CASE?

A. Yes.

Q. PLEASE PROVIDE YOUR COMMENTS AND RECOMMENDATIONS

REGARDING COMMISSIONER MARQUEZ PETERSON'S NOVEMBER 17, 2020

LETTER.

A. RUCO commends Commissioner Marquez Peterson for her letter of November 17,

2020, asking interested parties to look for and work together on ways to significantly

reduce the Company's current average price per kwh. Due to scheduling

constraints, there was not an opportunity for RUCO to collaborate fully with other

interested parties. However, there are a number of ideas and principles outlined in

the Marquez Peterson letter that, if combined together into a comprehensive plan

and vigorously implemented, would certainly lead to lower rates. How low would

rates be able to be lowered? That is hard to tell in the short term. Many of the

potential resolutions to the ideas and principles in the letter will require a longer

period of time to see the results. I will start with the ideas and principles that can be

employed in the short term, and follow with comments regarding those that are

more long term.
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LOW COST DEBT

HOW CAN LOW COST DEBT REDUCE RATES IN THE SHORT TERM?Q.

A. There are two significant ways low cost debt can help immediately reduce rates.

First, most utilities currently have a cost of debt above 4°/0, some even as high as

6%. Replacing higher cost debt with lower cost debt can immediately save

ratepayers money, if those savings are passed on to ratepayers, rather than

collected by shareholders. The functional equivalence of this is a refinance of a

mortgage. Utilities make the decision as to when they take on debt and at what

costs. As is now abundantly clear, the timing of these decisions matter. Every utility

should be expending considerable energy and focus to reduce its cost of debt.

The second way a utility can immediately reduce rates is related to the acquisition

of low cost debt. This Commission has traditionally held that a balanced capital

structure is one where the debt and equity components of a utility is within the range

of 40% to 60%. However, in these truly historical times of very low cost debt, a

capital structure that is higher in equity than debt will result in ratepayers paying

higher rates than necessary. In addition to refinancing existing debt at lower rates,

utilities should take on additional low cost debt. The addition of this debt would likely

result in a change in the capital structure. A capital structure comprised of 40%-

45% common equity ratio, would be ideal in these times of low-cost debt. If these

strategies are used, it is likely that ratepayers in all utilities would see significant

rate decreases. In the case of APS, Commission orders and the current proposed

debt financing ROO limits their common equity ratio to a minimum of 42%.
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Of course it is doubtful that utilities would be in favor of changing their capital

structures to include more debt than equity, because of self interest. The Company

earns higher returns from the common equity in its capital structure. In other words,

_2_
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there is an obligation to shareholders to maximize profits and there is a disincentive

to reduce its cost of debt. Commission action may be necessary to require utilities

to actively employ these two simple methods, which will lead to a reduction in rates.

Mr. Cassidy and Mr. Radigan will both be discussing this further, and will be

providing some scenarios related to both strategies.

RUCO endorses the concept of reflecting the historically low interest rates or costs

of capital. As explained by RUCO witness Cassidy, the forecast of the Company's

capital structure is that in the 2023-2025 period APS will rely significantly less on

common equity and more on long term debt which today is at very low levels. Based

on the projected cost of debt and capital structure if a forecast capital structure was

used, similar to the concept of post-test year plant, RUCO calculates that rates

could be reduced by a further $43.5 million per year.

This value is only for the change in debt/equity structure and does not reflect

savings from refinancing existing debt. For example, o November 16, 2020 APS

filed a bond offering prospectus with the Security Exchange Commission for a $105

million bond offering at 2.6% where the proceeds will be used to py off the remaining

balance of some existing devt with an interest rate of 4.7%. This will lower the

Company's long-term debt rate. If the utility could take advantage of the current

long-term interest rates and reduce its long term debt rate by 1%, the savings to

ratepayes would be a further $59 million
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Q.

SECURITIZATION

HOW CAN SECURITIZATION REDUCE RATES IN THE SHORT TO LONG

TERM?

A. In the short term securitization will not be a viable option to reduce rates. It is highly

unlikely this complex process can be implemented quickly. RUCO continues to be

supportive of the concept of securitization. The Commission is in the process of

undertaking very ambitious clean energy goals. In order to move forward with the

Commission's desired clean energy goals, rates must remain affordable. Shutting

down these fossil generation assets before their end of life creates stranded assets,

which ratepayers are generally tasked with paying for. Requiring ratepayers to pay

for these stranded assets, in addition to the new generation assets needed to meet

the clean energy goals, will assuredly push rates higher.

As was stated by the Company, many significant hurdles remain to make

securitization a usable tool. Legislative action is likely needed to accomplish this.

While securitization is not an option available today, RUCO is committed to working

towards making securitization an option, to not just keep rates affordable but to

actually reduce rates. Based on Mr. Radigan's preliminary analysis of the

Company's fossil generation assets, more than $1 billion dollars remains in rate

base. In addition, if all of these fossil generation assets were to be securitized today,

rates for the Company could be reduced by nearly 20%. The promise of

securitization has the potential to significantly reduce rates for ratepayers,

throughout the state.
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Q.

SUBSIDIES

HOW COULD THE ELIMINATION OF SUBSIDIES REDUCE RATES IN THE

SHORT TO LONG TERM?

A. This is a complicated question. Most utility rate design is based to some degree on

a cost of service calculation. Even using this cost of service calculation, all rate

design has some inherent subsidies built into it. As an example, not every house is

the same distance from a transformer. Therefore, more infrastructure is needed to

serve the customer who is further away as compared to the customer who is closer.

The customer who lives closer to the generation asset, has less need for the costly

transmission infrastructure, used to serve those customers who live farther away.

These types of inherent subsidies are not what I believe Commissioner Marquez

Peterson was talking about in her letter. I believe she was talking about decisions,

made for public policy reasons, that are based in significant part more on ideology

and social concerns more than fundamental economics.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

This Commission has issued many such decisions. The Renewable Energy

Standard adopted over a decade ago is one example. As a consequence of this

standard, ratepayers in this Company's service territory have seen over $1.25

billion dollars in additional costs passed on to customers. Customers in other utility

service areas have also been burdened with additional costs. Simple examples to

point out are the numerous customers grandfathered on net metering rates. They

are being paid $0.13 - $0.14 for every kwh produced and exported to the grid,

despite the fact that APS could acquire Commercial scale solar power for much

less. The Solana Generating Station costs customers somewhere in the $0.17 kwh

range for the energy being generated there. Once the Commission required the

acquisition of certain percentages of renewable energy by specific dates, utilities

were hard pressed to buy it, despite the fact that prices were much higher previously
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and have fallen precipitously. Currently, customers could pay for about $0.02 kwh

today for energy with the same environmental attributes.

As is well known, "There is no such thing as a free lunch: someone is paying for it."

Every decision by the Commission requires someone to foot the costs. Whether

this "someone" is the entirety of ratepayers, individual ratepayers who are not

participating and not benefitting from a specific program, or maybe even the utility

itself, someone is paying for it. When these costs are passed onto ratepayers,

surcharges are generally used to collect the costs from them. A few examples of

these surcharges include the REST surcharge, the Lost Fixed Cost Recovery

surcharge, and the DSM surcharge. In the test year APS reports that over $270

million was collected through surcharges from customers (Exhibit LRS-3Dr, ppage

1 of 4 under Column "Electric Total", Line "Surcharges".)

Occasionally, I am asked why SRP's rates are lower than the Company's. Simple

answers include, the Company has a 7 times larger service territory than SRP and

there are differences in taxes between the two. Another important distinction is that

the SRP is not regulated by the Commission and Commission mandates are not

applicable to them. SRP engaged in what I would consider a wise strategy of not

being an early adopter, but a follower, of significant investments in clean energy

resources. This has sewed them well and has allowed them to focus on maintaining

affordability rather than meeting public policy influenced arbitrary mandates.
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RUCO would enthusiastically support the Commission initiating a detailed review

of the continuation or elimination of subsidies and surcharges. This would likely be

best accomplished through a generic docket. RUCO would even support the hiring

of a third party to identify the subsidies and surcharges and make recommendations
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to the Commission, regarding continuation or elimination of the subsidies or

surcharges. This would likely take some time and the savings to customers would

be realized at a future time.

PERFORMANCE INCENTIVE AND DISINCENTIVE MECHANISMS

Q. HOW CAN PERFORMANCE INCENTIVE AND DISINCENTIVE MECHANISMS

REDUCE RATES IN THE SHORT TO LONG TERM?

A. As was discussed in my Direct Testimony, traditionally performance incentive

measures are to incent desired public policy outcomes outside of the utility's

traditional core business operations. Among others these outcomes include

increased renewable integration, energy efficiency, and system peak reduction.

There are fundamental aspects of utility regulation, including the establishment of

just and reasonable rates, and safe, adequate and reliable service. There should

be little, if any, incentives awarded to meet these basic obligations. The

Commission already has mechanisms to ensure that the utility is meeting the basic

requirements of holding a CC&N. RUCO's recommendation in this case that the

Company's ROE be reduced is directly related to the basic obligations of the

Company. Customer service should not be an afterthought. This obligation should

permeate every decision a utility takes.
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The Commission may however take action and incentivize other desired outcomes.

There are tremendous dangers in incentivizing such outcomes, the tail may be

wagging the dog. The words of Lewis Carroll come to mind when thinking about

this, "[i]fyou don't know where you are going, any road will get you there." Having

a well thought out, critically evaluated higher set of goals or priorities is of the utmost

importance if the Commission is venturing outside of its traditional basic regulatory

roles.
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If the desired outcomes are slightly outside the traditional core business operations,

incentivizing these desired behaviors may be appropriate only if the outcome is still

focused on making the service more affordable or more reliable. There is mission

creep in every large organization, and especially when parties with a financial stake

in the outcome engage in lobbying. The Commission can avoid this by evaluating

every proposal through the lens of how the ratepayers will benefit. This is its role in

ensuring affordable and reliable service. When a Commission strays from its role,

lobbied-for outcomes may result which do not improve adequate, reliable and

affordable service.

One example of this is incentives that have been put in place to increase the

integration of renewable energy. Based on all the data modeling RUCO has seen,

increased renewable energy integration will not reduce costs, it will in fact increase

them. RUCO is not saying that renewable energy is per se bad. Renewable energy

does have a significant role to play in the Commission's stated clean energy goals.

However, RUCO stresses the focus on an ideological outcome, rather than the core

function of ensuring affordable, adequate and reliable service, may exceed its

authority. The Commissioners should thoroughly evaluate every decision that

functions as a mandate and question how the implementation of the mandate will

affect the affordability, adequacy and reliability of the service utilities are required

to provide its customers.

The Commission has before it a number of very significant proposed incentives that

must go through a thoughtful, detailed sober process. These include the electric
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vehicle adoption policy, battery storage pilots and programs, and the recently

approved energy rules. There is the potential for much good with these decisions,

if they are based on a thorough analysis. The lack of a serious and thorough

-8-



Surrebuttal Testimony of Jordy Fuentes

Arizona Public Service Company

Docket No. E-01345A-190236

analysis will likely result in incentives, paid by ratepayers, which may benefit special

interests but that work contrary to the goals of affordability and reliability of service.

RATE DESIGN

HOW CAN RATE DESIGN REDUCE RATES IN THE SHORT TO LONG TERM?Q.

A. Rate design itself will not be able to reduce rates in the short term. Rates are

developed to recover a specific revenue requirement (an appropriate amount of

expenses and return on investments). While rate design and cost of service studies

require a significant amount of quantitative analysis, ultimately, utilities must use

sound judgments when setting rates for customers.

Effective rate design provides appropriate price signals to customers, especially in

Arizona, where a utility's costs vary significantly depending on the time of day when

energy is consumed. Advances in communication and metering technology are

opening the door for more rate options for utilities, such as time of use rates and

potentially even real-time pricing. Utilities must balance the ability to create more

advanced rate structures with the need to have understandable rates that do not

confuse customers. When done right, these types of rate offerings can help reduce

expenses and the amount of investments needed. Rate relief related to proper rate

design is realized over time, as expenses the need for investments reduce.
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There are several proposals to change the on-peak period for pricing electricity by

interveners in this case. APS urges rejection of those as it believes the current on-

peak period is reflective of actual system use. The goal of rate desing is to give

price signals that encourage customers to shift usage to the off-peak period

however that time period is designed. By doing so, the system will be utilized in a
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more efficient manner and cost could be lowered by not investing in equipment that

is only used for short period of time.

RUCO believes that the Commissioner should place greater emphasis and

resources on developing technologies that enable the utility and customers to take

full advantage the AMI meter technology that APS has already put in place. If the

Commission is considering eliminating subsidies, a reallocation of some of the

revenues currently being collected through the various subsidies might be

redirected to improve in-home energy management technologies and

company/customer communication technology.

Q. Does this conclude your Surrebuttal testimony?
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13 A. Yes, it does.
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